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SENSATIONAL IMPROVEMENT 
MAKES EVERY LETTER BETTER 


ONLY ROVAL 


HAS ITS 


MAGN, 





THE MARGIN is a border of 
white space surrounding the 
body of every letter. It serves 
as a frame to give eye appeal 
and pleasing emphasis. 

With Macic Margin, the op- 
erator can instantly, auto- 
matically arrange both left 
and right margins to fit the 
size of the letter. Thus, the 
thoughts conveyed are made 
clearer, more effective, andthe 
letter itself is better-looking. 


Many other advantages! 
The uses of MAGIC Margin 
are varied and really go be- 
yond this framing of let- 
ters. At the touch of the op- 
erator’s finger, she can (1) 
indent paragraphs and quo- 
tations for special emphasis; 
(2) set up any series of 


points in an attractive pat- 
tern; (3) set up and address 
the envelope. 

Saves time and effort 
---increases efficiency! 
Besides these advantages that 
“make every letter better,” 
MAGIC Margin makes short 
work of complex forms. . . 
invoices, briefs, envelopes, in- 
dex cards. Offices everywhere 
report far greater efficiency! 
Compare the Work! 
Try the New Royal immedi- 
ately. Judge its value in 

terms of actual results 


Royal Typewriter Company, 
Inc., 2 Park Ave., New York. 


CALL ROYAL 
For THE DESK TEST 
It costs nothing proves 
everything. No obli- 
gation. 





A) 


Maryn 
Takes Cité OF 


ALL letters INSTINILY 


BUSINESS AMERICA has acclaimed MAGIC Margin as 
the most sensational improvement in typewriter hise 
tory. WHY? What could business men know about the 
mechanics of typewriters? How could they realize 
what hand-set margins had meant to the typist—the 
time and energy wasted in wrestling with “stops”? 
These executives could only judge by results. And 
their enthusiasm sprang from the simple fact that 
MAGIC Margin—helped to make every letter better! 


AN AMAZING SUCCESS STORY! 


Royal engineers knew how operators would hail 
this new and exclusive patented device that sets mar- 
gins accurately, automatically, by the flick of a 
finger. But something more happened... 

By freeing the typist’s hands from irksome margin-set- 
ting, MAGIC Margin freed her imagination. Letters took 
on a new character. At once the little lever on the car- 
riage of the New Royal became an executive matter 
...and executives everywhere began to ask their secre- 
taries about it—how it operated, exactly what it did. 


THE DESK TEST answers every question 


Ask for it ... in your office. It costs nothing, dem- 
onstrates everything . .. MAGIC Margin, and ail the 
many other exclusive Royal features. 


#Trade-mark Reg. U. S. Pat. Office Copyright 1940, Royal Typewriter Company, Inc, 




















This New Electric Automatic Feed 
D-44 heads the Ditto liquid dupli- 
cator line. Ditto also offers a com- 


plete line of gelatin duplicators. 


Hower the Nour 


Ditto D-44 
Musltipliea Cppuce People 


@ To make the present office force 40% more effective 


is the same as hiring 40% more people—and that is 
exactly what Ditto does. 


Business moves on written or typed forms, and the 
bright, legible Ditto-made forms save man-hours, cut 
human error, speed the job, magically. In accounting, 
order-billing, payroll and production alone, the cer- 
tified saving ranges from 20 to 60%. 

And the new Ditto D-44 with automatic electric 
feed is the ace duplicator. 300 or more bright copies 
from one typed, written or drawn original .. . 70 
copies a minute . . . without type or stencil .. . on 
any stock ...in 1 to 4 contrasty colors at once. That’s 
performance! (Old duplicators, any make, are worth 
cash on a trade-in.) 

But you must see the work and examine the Ditto 
Methods to realize Ditto’s usefulness. Use coupon 
for idea-literature, and actual forms in use today. 
They have pointed the way to personal opportunity 
for many executives! 
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INSTRUCTIONS: 
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PRODUCTION ORDERS 
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SETEARTOONS. 


> ig ‘om 
ORDERS: INVOICES - 
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| DITTO, Inc. 


MATERIAL COSTS 


ew TREO 
ACCOUNTING 
r) 

OR 
iy PRee 
BILLING Sy 


Be eran) cee, 
j 


F R E E ! Actual samples 


of accounting forms, bulletins, 
order and billing sets in use today, 
and revealing literature for 
management. Use the coupom! 
{CCOUNTANTS: Get ‘The 
New Trend in Accounting— 
Order-billing.”’ Authoritative, 
useful—free. 


2252 W. Harrison St., Chicago 


Gentlemen: Without obligation please send me: 


( ) New D-44 Data. 


( )“A New Trend in Accounting—Order-Billing.” 
( ) Arrange a Ditto demonstration for me. 


My Name 


Company 
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Calvin Coolidge said: 






“(oe cannot abandon our education at the school- 


house door. We have to keep it up through life.” 














The last six years have witnessed great 
changes in accounting theory and practice. 
Many procedures formerly considered stand- 
ard are now being questioned. The shift from 
the balance sheet to the profit and loss view- 
point has reopened numerous problems, in- 
cluding the treatment of capital gains and 
losses, the correction of prior-period errors, 
the integration of income and surplus state- 
ments, the effect of ultra-conservatism upon 
periodic profit ard loss, the “cost or market”’ 
rule of inventory valuation, the distortion of- 
ten resulting from the abuse of operating re- 
serves, and a host of others. 


Small blame to the man who has found lit- 





tle or no opportunity to keep up with current 
accounting literature during this past half- 
dozen years, when the publication of technical 
books, magazine articles, pamphlets, reports, 
and reprints has been greatly accelerated. 

It is an important function of the I-A.S. 
technical staff to gather, classify, and interpret 
these significant materials for the purpose of 
keeping I.A.S. text material up to date. 

Realizing that many mature men now en- 
gaged in accounting work may not wish to 
review elementary accounting, the I.A.S. pro- 
vides means by which such qualified men may 
enroll for special training on an advanced 


standing basis. 








We will welcome an opportunity to send, to those who will address a letter to our Chicago 
address as shown below, a copy of our latest booklet “New Opportunities for Corporation 
Accountants.” It will give you full information regarding the 1.4.8. training plan and its 
suitability for any man in your organization who may ask your opinion as to how he can 
brush up, from the modern viewpoint, on subjects once learned but now half-forgotten, or 
how he can pursue special training courses in phases of accounting not previously studied. 


INTERNATIONAL ACCOUNTANTS 


SOCIETY, Inc. 


A Correspondence School Since 1903 


3411 SOUTH 


Ci i. 2-6 2 
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DATES AHEAD 


September 22-23-24-25 
Ninth Annual Meeting 


CONTROLLERS INSTITUTE 
OF AMERICA 
Waldorf-Astoria Hotel, New York City 


Regional Meetings 
April 21-22 
MID-WESTERN CONFERENCE 
Palmer House, Chicago 


May 18 
PACIFIC COAST CONFERENCE 
Los Angeles 


| May 20 


EASTERN SPRING CONFERENCE 
Waldorf-Astoria Hotel, New York City 


APRIL MEETINGS 

OF CONTROLS 

April 2—Buffalo, Twin Cities 
April 3—Connecticut 
April 4—Philadelphia 
April 8—Kansas City 


| April 9—Cleveland, Milwaukee 
| April 10—Detroit 
April 12—Dayton and Cincinnati, at | 


Cincinnati 


| April 16—New England, Syracuse 


April 18—Los Angeles, New York 
City, San Francisco 

April 22—St. Louis (Subject to 
change ) 

April 23—District of Columbia 

April 24—JIndianapolis, Rochester 
(Joint meeting with Syracuse and 
Buffalo) 


| April 29—Pittsburgh 


MAY MEETINGS OF 
CONTROLS 


May 1—Connecticut 


| May 2—Philadelphia 


May 7—Buffalo, Twin Cities 

May 8—Detroit 

May 9—Dayton 

May 13—Kansas City 

May 14—Cincinnati, Cleveland, Mil- 
waukee 

May 20—Syracuse 

May 21—New England 

May 22—Indianapolis 

May 27—Pittsburgh, St. Louis 

May 28—Chicago, District of Colum- 
bia 

May 29—Rochester 


Note: The above are the scheduled 
dates. Some changes may be made. 











This Month 


A real contribution to the discussion 
concerning a controller's place in a busi- 
ness organization, and what he can do 
for his company, is made in Mr. Verl L. 
Elliott’s article this month, entitled “‘A 
Practical Man Describes a Real Control- 
ler’'s Value to Business.’ Even a seasoned 
controller will gain some new ideas from 
a reading of this article. Mr. Rockefel- 
ler’s idea that figures come first—fig- 
ures, figures; figures—should carry some 
weight. Mr. Elliott has some ideas as to 
why some men are in the $3,000 class, 
and others in the $25,000 class. He 
thinks it is the ability to interpret fig- 
ures in a convincing and interesting way 
that moves a controller into the higher 
brackets. 

Mr. Allen U. Hunt covers much terri- 
tory in a few words, speaking of tax 
problems. The angles of this subject 
which he enumerates are not new to con- 
trollers, but when they are all brought 
together they give an impressive picture. 

Every controller at some tim2 comes 
across the problem of decentralizing ac- 
counts. Much light is thrown on this sub- 
ject in the report of the discussion of 
this subject which was conducted by The 
Controllers Institute of America last fall. 
It is lengthy, but will hold one’s atten- 
tion to the end. 

Hiring men for an internal auditing 
department ‘’from the staff of the public 
accounting firm normally handling the 
annual audit,’’ or ‘“men whom they (the 
public accountants) are willing to ap- 
prove’”’ is one of the suggestions made 
by Mr. J. Ellsworth Brokaw in an article 
on Internal Auditing. Many will not 
agree with Mr. Brokaw’s suggestion. But 


more of that anon. 


Coming Months 

Articles are in type for publication on 
“Security and the Balance Sheet,’’ by 
Mr. Edward J. Green, an authority on 
profit sharing, pension, and retirement 
plans; and ‘‘Business Should Aid in 
Awakening Workers Concerning Tax 
Dangers,’’ by Mr. Claude E. Dudley, a 
member of the bar of the District of 
Columbia. They will appear soon. 
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Recent Publications 


CONTROLLERS 
INSTITUTE OF AMERICA 


“War Problems of Business As the 
Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 

1940 72 Pages $1.25 


“Suggestions for Improvement in the 
Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with 
the Treasury Department, of The 
Controllers Institute of America. 
October, 1939 20 Pages $1.00 


“Budget Methods and Procedures of 
Manufacturing Companies.” A re- 
port of a Conference of Control- 
lers. 

June, 1939 40 Pages $1.00 


“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 
November, 1938 24 Pages 75¢ 


Earlier Publications 
(Still in Print) 


“Budgeting for Control.” An address 
by Henry D. Minich, Chairman of 
Research Council. 

1932 16 Pages 25¢ 


“Appraisals and Property Account- 
ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 
1932 12 Pages 50¢ 


Year Books 
1932, 1933, 1934, (1935 and 1936 
out of print) 1937, $2.00. 1938, 
$2.50. To be published in March 
1940, Year Book of 1939, $2.50. 


“The Controller’ 


All issues since February, 1934, to 
date, with exception of May, 1934, 
February, 1936, September, 1937, 
and May, 1939 issues, which are 
out of print. 50¢ Each 


Duties of Controller 
A single sheet, presenting the defini- 
tion by The Controllers Institute of 
America, of the duties of a control- 
ler. 


Sent free upon request. 
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L:ditortal Comment 


BUSINESS executive remarked to a friend re- 

cently that he had dispensed with the services 
of his controller, and had turned his company’s ac- 
counting and other related activities over to the pub- 
lic accounting firm which was serving him. 

“Fine,” said the friend, who is quite outspoken, 
“now you haven’t a soul in your office who knows 
anything about where your business is going, or 
where it is.”’ 

This practice of turning over what are considered 
the normal duties of a controller to a public account- 
ant still prevails to a large extent. It is usually the 
smaller companies that feel this is the best handling 
of the situation. The Securities and Exchange Com- 
mission long ago frowned upon the practice, and in 
its eyes a public accountant disqualifies himself from 
passing an opinion on the affairs or accounts of a 
company (giving a certificate, it was formerly called) 
if he has had a hand in keeping the accounts and 
records and in preparing the statements and reports. 
This practice puts the public accountant in the posi- 
tion of auditing himself. There are thousands of 
companies which are not subject to the rules of the 
Securities and Exchange Commission or of any stock 
exchange, or governmental commission. These are 
the ones which, in large numbers, turn their con- 
trollership functions over to public accountants. 
There is no one to say them nay, and the stockhold- 
ers do not know much about these things. 

Good controllers save their companies many times 
their salaries each year. This can be true in small 
companies as well as large. And there are many other 
advantages in having these functions performed 
within the company, rather than by an outsider. 
Some business executives are gradually coming to 





this point of view. The trouble is, there are too few 
well qualified controllers to fill all the places that 
should be open to them. 


a directors more, and maybe they will devote 
more time to their corporations’ affairs, seems to 
be the theory underlying the idea of giving real 
salaries to members of Boards of Directors, which 
has been adopted by one or two large companies. 

Does not this lead to a confusing and confused 
state of affairs? Keen business men see in this 
plan only an added expense, without any large 
measure of added protection of a company’s assets. 
“A waste of money” is the way the plan is charac- 
terized in some quarters. 

For years many companies have paid real salaries 
to directors who serve them in specific capacities, 
such as president, chairman of the board, vice: 
president, controller, treasurer, research expert, 
salesman, production manager, and the like. These 
men give their whole time, or a large part of it, 
to the company. They are at one and the same 
time a part of the management and operating 
forces, on the one hand, and a part of the directo- 
rate on the other hand. That procedure is not 
new. 

The plan now being proposed seems to be that 
salaries of considerable size shall be paid also to 
directors who are not a part of the managing and 
operating forces of a company, with duties largely 
in the policy-making and advisory category, in all 
probability. If their duties were to be also of the 
watch dog type, these directors would fall naturally 
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into the same class as public accountants and audi- 
tors. 

Controllers have been heard to express them- 
selves On many occasions as preferring not to be 
members of boards of directors, the reason usually 
given being that they do not wish to be cast in two 
separate roles which they feel are not compatible. 
They regard themselves primarily as a part of man- 
agement—fact finders, analysts, technicians—with 
complete information at their command concern- 
ing every phase of a concern’s activities, and com- 
plete knowledge of trends, and current status. De- 
spite this preference on the part of many controllers, 
hundreds of them have been elected to boards of 
directors. The fact that a controller, and the knowl- 
edge of a business which he possesses, can always 
be available to a board of directors, even if he is 
not a member of that body, seems to have been 
disregarded in those cases. 

So many different types of situations exist in cor- 
porate setups that it is not possible to point to a 
given procedure and say, “This is the best.” There 
is the closely held corporation, in which stockholder 
interests and management interests are one and the 
same. At the other end of the line is the situation 
in which stockholders are too numerous, far-flung, 
and unwieldy to be in a position to exert much in- 
fluence on management or to have much of a voice 
in determining the policies of a company. Is the pay- 
ment of real salaries to more directors going to 
change that situation? If it is more advice from spe- 
cialists that is needed, that can be had without elect- 
ing the specialists to the board of directors. 
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Serving as a director, and serving as a specialist, 
are two functions which many controllers believe 
should be kept separate. Any board of directors can 
have all the protection it could possibly need if it 
will back up its controller, working in conjunction 
with public accountants. 


HE big job with which controllers were faced 

when they organized their Institute back in 1931 
was to bring some degree of order out of the multi- 
tudinous concepts existing at that time of what a 
controller is, what he does, and where his place 
should be in a business organization. 

That being the case, it is not surprising that much 
has been said and written on that subject in the past 
nine years, in controllership circles. It is not to be 
wondered at that the literature of controllership for 
many years has been replete with articles on these 
and related subjects. 

It is amazing, the progress that has been made 
along the lines of clarifying thought concerning the 
functions and standing of a controller, as a result of 
these discussions. For example, what Mr. Verl L. 
Elliott has to say in this issue is inspiring, clear, and 
to the point. It is straight thinking. It represents 
progress. Eight or nine years ago it was not possible 
to present the case so clearly. Controllers should be 
gratified that the facts are available which make it 
possible to present their case with such clarity as Mr. 
Elliott has pictured it, to the business public today. 
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A Practical Man Describes Real 


Controller’s Value to Business 


Development of the controllership 
functions, and position, as it is found 
today in American business undoubt- 
edly can be traced to the official ‘‘comp- 
troller” in government posts, perform- 
ing duties prescribed by law, in an 
effort to see to it that only appropri- 
ated funds were disbursed and for the 
purpose intended. 


BusINEss ADOPTS GOVERNMENTAL 
FUNCTION 


This government function came over 
into business as business units grew in 
size. Consequently, the position of 
“comptroller” was found first in large 
concerns, such as railroads, mines, and 
large manufacturing establishments, 
many of which have had that office for 
forty to fifty years. 

The greatest impetus to the develop- 
ment of the position of controller was 
given by the department stores and 
large dry goods houses which, more 
than fifteen years ago, found it ad- 
vantageous to set up certain controls 
so that exact and workable records 
might be made of the thousands of 
small transactions which constitute 
such businesses. The Controllers Con- 
gress of the National Retail Dry Goods 
Association must be credited with 
bringing controllership into the con- 
sciousness of many business executives. 
Controllers of dry goods stores did 
such an excellent job that it was soon 
noticed by business men in other fields, 
with the result that the office of con- 
troller was created in hundreds of 
concerns. In businesses in which the 
title and office of controller have not 
been created, the functions, at least, 
are usually performed by some officer 
or employee. 


TYPICAL By-Law 


By-laws of corporations pertaining 
to duties of the controller frequently 
read as follows: 





By Verl L. Elliott 


“The duties of the controller shall 
be to maintain adequate records of 
all assets, liabilities, and transactions 
of this corporation; to see that ade- 
quate audits thereof are currently and 
regularly made; and, in conjunction 
with other officers and department 
heads, to initiate and enforce measures 
and procedures whereby the business 
of this corporation shall be conducted 
with the maximum safety, efficiency, 
and economy. He shall attend all 
meetings of the Board of Directors and 
of the Executive Committee and he 
shall report to the President and/or 
the Board of Directors as said Board 





PRACTICAL man, speaking 

to a gathering of educators, 
tells in this paper what a real con- 
troller can do for a business con- 
cern. Mr. Vert L. ELtiotrt, 
controller of Atlantic Refining 
Company, appeared before the an- 
nual meeting of the American Ac- 
counting Association on December 
29 in Philadelphia and gave a 
vivid picture of the rise of con- 
trollership in business and of the 
value of the services of such an 
officer to the company which he 


serves. 

Inter pretation to other executives 
of the figures showing the prog- 
ress and state of an enterprise was 
pointed to by Mr. Elliott as the 
rock on which controllership is 
founded. This goes far beyond a 
knowledge of accounting princi- 
ples, he points out. 

This is a valuable contribution 
to the literature of controllership. 
Me. ELLIOTT is a vice-president 
of THE CONTROLLERS INSTITUTE 
OF AMERICA. 

THE EpIToR. 














of Directors may prescribe. His duties 
and powers shall extend to all sub. 
sidiary corporations and, so far as the 
president may deem practicable, to all 
affiliated corporations.” [Note: This is 
the form suggested by The Controllers 
Institute of America. } 

A list of duties performed in total 
or in part by a typical controller reads: 


1. The installation and supervision of all 
accounting records of the corporation. 


nN 


. The preparation and interpretation of 
the financial statements and reports of 
the corporation. 

. The continuous audit of all accounts 
and records of the corporation where- 
ever located. 


w 


4, The compilation of production costs. 
5. The compilation of costs of distribution. 


6. The taking and costing of all physical 


inventories. 


o 


7. The preparation and filing of tax te- 
turns and the supervision of all mattets 
relating to taxes. 

8. The preparation and interpretation of 
all statistical records and reports of the 
corporation. 

9. The preparation, as budget director, in 
conjunction with other officers and de- 
partment heads, of an annual budget 
covering all activities of the corporation, 
for submission to the Board of Direc- 
tors prior to the beginning of the fiscal 
year. The authority of the controller, 
with respect to the veto of commit 
ments or expenditures not authorized by 
the budget, shall, from time to time, 
be fixed by the Board of Directors. 


10. The ascertainment currently that the 
properties of the corporation are prop- 
erly and adequately insured. 


11. The initiation, preparation and issuance 
of standard practices relating to all ac- 
counting matters and procedures and 
the coordination of systems throughout 
the corporation, including clerical and 
office methods, records, reports and pro- 
cedures. 


12. The maintenance of adequate records of 
authorized appropriations and the de- 
termination that all sums expended pur 
suant thereto are properly accounted 
for. 
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13. The ascertainment currently that finan- 
cial transactions covered by minutes of 
the Board of Directors and/or the Ex- 
ecutive Committee are properly ex- 
ecuted and recorded. 

14. The maintenance of adequate records of 
all contracts and leases. 

15. The approval for payment (and/or 
countersigning) all checks, promissory 
notes and other negotiable instruments 
of the corporation which have been 
signed by the Treasurer or such other 
officers as shall have been authorized 
by the by-laws of the corporation or 
from time to time designated by the 
Board of Directors. 

16. The examination of all warrants for the 
withdrawal of securities from the vaults 
of the corporation and the determina- 
tion that such withdrawals are made in 
conformity with the by-laws and/or reg- 
ulations established from time to time 
by the Board of Directors. 

. The preparation or approval of the reg- 
ulations or standard practices required 
to assure compliance with orders or reg- 
ulations issued by duly, constituted gov- 
ernmental agencies. 

[Note: This list was prepared by The Con- 
trollers Institute of America. ]} 
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Several comparatively recent disclos- 
ures in the affairs of some business 
concerns, such as the Musica case, have 
focused attention on the work of the 
controller, resulting in recommenda- 
tions by the New York Stock Exchange 
and the Securities and Exchange Com- 
mission. This has created an oppor- 
tunity for the controller to assume his 
tightful place in many companies that 
formerly did not exist. 


CONTROLLER Ho_ps KEy To SOUND 
ACCOUNTING 


Commissioner Robert E. Healy, of 
the Securities and Exchange Commis- 
sion, gave an address in Cleveland, 
Ohio, May 15, 1939, entitled ‘Before 
the Auditor Comes,” in which he said 
in part—‘‘But in a broader sense, it 
can not be denied that the controller 
isthe man who holds the key to sound 
corporate accounting. It is his sys- 
ttm upon which adequate corporate 
teporting ultimately rests. The auditor, 
of course, plays a significant role. But 
he is only the periodical check-up man. 
There are several groups at the mo- 
ment who are endeavoring to tighten 
up the standards of auditing practice 
and we have seen in the past few days 





some promising results of these ef- 
forts. That is essential, as I have 
indicated. But it is only one part of 
the job. 

“It appears to me that many of us 
have come to overemphasize the im- 
portance of the audit. For many stock- 
holders, investors and others the very 
word, ‘audit,’ has become infested 
with some sort of magic. Audited ac- 
counts are too easily accepted as cor- 
rect accounts. One tends to forget the 
limitations upon even an auditor. 


PRIMARY RESPONSIBILITY ON 
CONTROLLER 


“What we need, it seems to me, is 
a return to the recognition that the 
primary responsibility for proper ac- 
counting rests on the corporate man- 
agement in the person of the con- 
troller. Whether the books are audited 
or not, the stockholder has a right to 
look to the corporation’s own account- 
ing system for an adequate, intelligible 
and honest reporting of its affairs. Un- 
less in its daily bookkeeping the cor- 
poration recognizes a responsibility to 
stockholders and investors, the most 
conscientious audits lose much of their 
meaning.” 

Due to the nature of his work the 
controller knows more of the details 
of the company’s business than any- 
one else—at least as far as figures are 
concerned. Accordingly, he frequently 
finds himself the key man when it be- 
comes necessary to file registration 
statements with the Securities and Ex- 
change Commission, or prepare sta- 
tistics for such bodies as the Tempor- 
ary National Economic Commission 
(sometimes called the Monopoly Com- 
mittee) and answer the multitude of 
questionnaires which all large com- 
panies now receive annually. These 
questionnaires range from those re- 
ceived from innocent college students 
preparing their theses to those received 
from the Department of Justice con- 
cerning the Robinson-Patman Act and 
the Anti-Trust laws. In our company, 
the president has issued instructions 
that all questionnaires are to be han- 
dled in the controller’s department. 
This plan provides a convenient cen- 
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tral file for all questionnaires and the 
keeper thereof can soon say whether 
or not the company received and an- 
swered any particular questionnaire. 
Frequently, the answers are very tech- 
nical and, of course, are the result of 
quite some consultation with other de- 
partment heads. 

Someone in the controller’s depart- 
ment must read all contracts (except 
those of a purely routine nature such 
as the usual sales contracts) entered 
into by the company to ascertain if 
payments are to be made or received 
by the company and institute the neces- 
sary accounting procedure. 

Interviewing various governmental 
authorities, from a tax auditor or a 
constable to an F.B.I. man frequently 
falls to the lot of the controller. I 
used to get a little excited when a rep- 
resentative from the Federal Trade 
Commission or a F.B.I. man was an- 
nounced as being just outside the of- 
fice, but thirteen years’ experience has 
taken the thrill away. 


LARGELY RESPONSIBLE FOR ANNUAL 
REPORT 


In most companies the controller 
bears a large share of the responsibility 
in connection with the annual report 
to stockholders. I am not thinking 
only of the balance sheet, earnings 
statement, and volume statistics, but 
the size, general appearance, kind of 
paper, photos, charts, and last—but 
not least—the message to the stock- 
holder. In some companies this is a 
real event and is of first importance 
around the home office for a week or 
two at that time of the year. Fre- 
quently outside counsel is called in 
and may consist of lawyers, industrial 
relations experts, high-powered public 
relations consultants, and advertising 
agencies. 

The style of annual reports is about 
as stable as the style of ladies’ hats. 
If you will examine the annual reports 
of a typical large corporation—say 
with a capital of $100,000,000 or more 
—listed on a national stock exchange 
over a period of ten years, you will 
probably observe many changes in size, 
color, “tone,” and information fur- 
nished. 
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While on the question of annual 
reports I should like to say that it is 
impracticable for anyone to attempt to 
draft a set of financial statements to 
fit all industries. A better plan would 
be to originate a uniform accounting 
committee in each industry, and let 
them agree upon uniform statements 
and other information needed for that 
industry. The chief accounting officers 
of the leading companies in any indus- 
try know the problems of that industry, 
such as (1) valuing of the inventory, 
(2) methods of amortizing the fixed 
assets, and (3) deciding what items 
should be expensed or capitalized. 
There are several methods of handling 
most of such problems. If the uni- 
form accounting committee for the in- 
dustry can not agree on one particular 
method, then alternate methods should 
be definitely named and described. 
Each company should then tell its 
stockholders which plan it is follow- 


ing. 


OFFER STOCKHOLDERS MANUAL OF 
ACCOUNTING 


The accounting methods of any 
large company are necessarily complex. 
One good way for a company to keep 
security holders informed would be to 
say in the annual report that a ‘‘Man- 
ual of Accounting Procedure’ may be 
had upon application. This manual 
would set forth the method used by the 
company in respect to the most im- 
portant accounting problems. In the 
oil industry, this would include such 
subjects as (1) valuing oil inventories, 
(2) intangible development costs, (3) 
depletion of oil reserves, (4) depreci- 
ation, (5) amortizing undeveloped 
leases, (6) foreign exchange, (7) in- 
ter-company profits, (8) charges to 
surplus, and the like. 

The duties of a controller are nat- 
urally very different in various lines 
of industry. The problems of a te- 


tail department store, an electrical man- 
ufacturing company, an oil company, 
and a company manufacturing and 
renting tabulating equipment are quite 
different in many respects. 

The — successful 
know many other controllers, especially 


controller should 
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in the same line of business. This 
need became so apparent that during 
the depression the Controllers Institute 
of America was formed. It was orig- 
inated in 1931 and although mem- 
bership is very closely restricted, it 
now has more than 1300 members. 
The National Association of Cost Ac- 
countants has done much to bring 
about better cost accounting in this 
country since 1919, while the National 
Office Management Association is 
bringing about better office man2ge- 
ment each year. 

The controllers (or other chief ac- 
counting officers) in each industry 
should get together to discuss their 
mutual problems once or twice each 
year, and work toward accounting uni- 
formity. 

In the oil industry we have had a 
Uniform Accounting Committee in the 
American Petroleum Institute for many 
years. A Uniform Chart of Accounts, 
Balance Sheet, Income and Surplus 
Account are published in book form 
and may be obtained for a nominal 
sum from the American Petroleum 
Institute, 50 West Fiftieth Street, New 
York City. This book also contains 
a description and example of the 
“‘last-in, first-out’’ inventory system. 
The Oil Accounting Committee ts 
probably most famous for creating and 
adopting the “‘last-in, first-out’ in- 
ventory system, which is now being 
adopted by a number of other. basic 
industries having large investments in 
inventories. It is included in the 1939 
Federal Revenue Act. 


MANY BUSINESSES UNDER ONE 
DIRECTING HEAD 


When a business must be conducted 
through a number of domestic and 
foreign subsidiary companies for vari- 
ous legal reasons, it is necessarily quite 
complex. This is particularly so in 
the oil industry where the entire cycle 
of business from prospecting for the 
natural resource (crude oil) to plac- 
ing the finished product (gasoline) 
into the tank of the ultimate consumer 
is frequently carried on by a single 
management. 
transportation by pipe line subsidiaries 


This involves mining, 





which are public utilities under various 
state and federal regulatory bodies, 
complicated refining whereby hun. 
dreds of products are made from the 
single raw material, manufacture of 
boxes, barrels, and cans, operation of 
large fleets of ocean-going vessels, 
wholesale and retail marketing sta- 
tions, and large numbers of automo- 
biles and trucks. The company may 
also do millions of dollars worth of 
new construction work each year. Ac- 
cordingly, the typical large integrated 
oil company has many different kinds 
of accounting. 

The average citizen does not realize 
how finely and delicately business is 
adjusted or how easily it may be 
thrown out of balance. Example: 
When the common labor rate in the 
steel industry in Pittsburgh was raised, 
it was a matter of only a few days 
until the non-union oil field workers 
in the states of Arkansas and Texas 
found an increase in their pay checks. 

When such major changes in costs 
come quickly the controller must have 
the accounts so arranged that they will 
reveal readily what the increased cost 
is per unit of product sold. A prop- 
erly designed standard cost system will 
provide the information promptly. 

A good controller is a service man, 
and must be a good salesman to sell 
the services of his department to the 
heads of the various operating depatt- 
ments. 


CONTROLLER AN UMPIRE 


The controller is frequently used as 
an umpire to settle differences of opin- 
ion between vice-presidents or heads 
of operating departments. He must 
always maintain a neutral attitude if 
he is to merit the continued respect 
of others. 

The most important function of a 
controller is that of interpretation of 
financial statements and other figures 
to the executives. It is amazing how 
some executives shun figures, especially 
a large sheet of figures. Therefore, it 
is frequently necessary to put impor- 
tant financial facts in story form with 
a punch to it. The story must be 
given verbally to some executives, in 
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chart form to others, and only a very 
few executives will wade through a 
long, detailed report. The ability to 
interpret figures in a convincing and 
interesting way is what makes the dif- 
ference between a $3,000 per year and 
a $25,000 per year controller. I would 
strongly suggest that you teachers em- 
phasize this point to your students. 
Most of the graduates coming into 
industry from the colleges understand 
the theory of accounting principles 
but can not analyze the variations and 
changes from one period to another 
into the various causes and then can 
not verbally explain such causes sat- 
isfactorily. 

Much thought must be given by 
the controller to the best arrangement 
of the accounts in order that the 
proper results may be made available 
readily. This is a long subject in 
itself. Briefly, the expense accounts 
should be classified into four divi- 
sions: 1—cash expenses, 2—non-cash 
items, such as depreciation, depletion, 
and the like. (In some industries this 
represents large amounts). Then each 
of the two afore-mentioned accounts 
should be further divided between (1) 
fixed and (2) variable expenses. This 
latter division should not be a matter 
of opinion but should be proved by 
charts and figures when operating at 
various rates of throughputs. 


INFORMATION FOR EXECUTIVES 


With this kind of information, the 
controller is in a position to supply 
information of great value to execu- 
tives. He is also frequently in a 
position to originate suggestions of 
changes in company policies, by dem- 
onstrating that a contribution to profit 
consists of the excess sales value over 
the variable expenses. These figures 
are also necessary to ascertain the 
breakeven point. Unfortunately, only 
a small portion of concerns have such 
information available today, and do 
not know the lowest price at which 
they can profitably take orders for 
“extra” business such as sometimes 
comes from foreign countries. ' 

Why are earnings better or worse 
than during the last period? Or, dif- 
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ferent from the budget? When ac- 
counts are divided between ‘“‘fixed”’ 
and ‘‘variable’’ expenses, and a good 
volume unit exists (such as gallons in 
the petroleum industry) the causes of 
variations can be segregated into three 
main divisions, 1.e., sales prices, cost 
prices, and change in volume. These 
causes can be further sub-divided, as 
desired. The controller is ill-informed 
who does not know this information 
about his company. 


Mr. ROCKEFELLER ON FIGURES 


I sometimes wonder if John D. 
Rockefeller knew more about control- 
lership, profit engineering, cost ac- 
counting or whatever you wish to call 
it, in the 70’s and 80’s than most 
people know now. He is reported to 
have said: 


“I knew where I stood at the close of 
every business day,” he said proudly. “I 
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charted my course by figures, nothing but 
figures. I never felt the need of scientific 
knowledge, have never felt it. A young 
man who wants to succeed in business does 
not require chemistry or physics. He can 
always hire scientists. No, he should study 
figures, figures, figures and apply them to 
What does he intend to sell 
or manufacture and how many will buy 
his product? Let him first take paper and 
pencil and study his market and its possi- 
bilities. Figures come first, always.” 


his business. 


Was Mr. Rockefeller talking about 
budgets, standard, or expected costs ? 

Figures are needed more in busi- 
ness today than ever before. 

Making the proper kind of figures 
is as important as any work in the 
company. 

Should any controller or accountant 
ever worry as to whether he has chosen 
the right vocation when figures are 
becoming more and more important as 
business grows more complex every 


day ? 





with recommendations. 





JOINT RESOLUTION CALLS FOR 
| NON-PARTISAN STUDY OF TAXES 


A joint resolution which calls for creation of a non-partisan tax 
commission by Congress has been introduced in the House of Repre- 
sentatives by Representative Emanuel Celler, of New York. The mak- 
ing of a study of the tax problem is a move which has been recom- 
mended by The Committee on Cooperation with the Treasury Depart- 
ment, of The Controllers Institute of America. 

Many controllers undoubtedly know of the introduction of this joint 
resolution. Little is known concerning the prospects of its enactment. 
Some business organizations have been urging their members to write 
the members of the Committee on Ways and Means, of the House of 
Representatives, requesting favorable consideration of the resolution. 
Business surely would welcome a scientific, non-partisan study of the | 
subject, and an end to annual amendment of the Federal Revenue Act. 
Any move in that direction would appear to be worthy of active sup- 


port. The resolution calls for a report to Congress by January 3, 1943, 





— 








Summary of Tax Problems Which 
Confront Business Today 


Perhaps there is significance in the 
fact that we are besieged with tax laws 
of all kinds because of the possible 
parallel between the present situation 
and other similar situations that may 
be found in the world’s history. Some 
researcher has discovered that a civili- 
zation begins to decline when the con- 
struction of its buildings becomes the 
most permanent and enduring. Also 
it is a fact that at least one past civili- 
zation—the Roman Empire—began to 
decline at the point where taxation be- 
came the heaviest, so in this and many 
other respects the subject of taxes is of 
vital interest. 

At no time in the history of this 
country have there been more uncer- 
tainties and more difficulties in deal- 
ing with taxes. For that reason alone 
the subject deserves frequent and thor- 
ough mutual discussion. In the last 
twenty-five years the number and va- 
riety of tax laws have increased tre- 
mendously. Net income is now taxed 
not only by the federal government 
but by many of the states. We have 
gross income, sales and retailers’ oc- 
cupational taxes. Those of us oper- 
ating trucks or commercial cars on the 
highways in some states are paying a 
motor carrier tax based on mileage 
operated. We have taxes on the use 
of things and taxes on payrolls and 
even taxes on the use of space. Not 
only have the federal and state gov- 
ernments applied great energy to the 
development of new ways of raising 
revenue but even some of our munici- 
pal governments have got into the field 
of sales, income, and other taxes. The 
result at its best could hardly be less 
than confusion for the taxpayer. 

The job of paying taxes is made all 
the more difficult because our courts 
are so slow in interpreting and pass- 
ing on new laws. When a new law 
becomes effective, the taxpayer must 
interpret it to the best of his ability 
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and even after the most competent ad- 
vice, court decisions might show him 
to be completely wrong. Also un- 
certainty as to the validity and effect 
of tax legislation is great today because 
court decisions are departing from the 
precedents of years. 

Take the problem of the taxability 
of interstate sales under sales tax laws 
alone. Most states provided in the 
law or the regulations that sales in 
interstate commerce were not subject 
to sales taxes, on the basis of the long 
line of decisions by the Supreme Court 
of the United States relative to inter- 
state commerce and the taxability of it 
by states. Of course, as time went on 
some of the states found they were 
losing much revenue in this way and 
as a result resorted to the so-called 
use tax law which, in effect, taxes 
goods that previously had been free 
from sales taxes. 





HE Technical Committee of 
the Chicago Control of THE 
CONTROLLERS INSTITUTE OF 
AMERICA scheduled a discussion 
on the general subject of taxes on 
February 6, and asked MR. ALLEN 
U. Hunt, controller of Jewell 
Tea Company, Inc., to introduce 
the subject. MR. HUNT made a 
clean sweep of the subject of 
taxes by indicating various phases 
which might be discussed. His re- | 
marks constitute a useful summary 
of the tax problems which con- 
front business. More and more, | 
business executives are coming to | 
a realization that taxes in them- 
selves are one of the principal 
factors that are retarding economic 
advancement and the reduction of 
unem ployment. 

THE Epiror. 
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TAXING SALES IN INTERSTATE 
COMMERCE 


Now we find the Supreme Court of 
the United States holding that state 
or municipal sales taxes are not a 
burden on interstate commerce. The 
one decision occurred in the case of 
Graybar Electric Company under the 
sales tax law of the state of Alabama, 
and the other decision had to do with 
the New York City sales tax. Since 
these decisions were handed down at 
least one state and possibly more have 
proposed regulations prescribing that 
sales in interstate commerce shall be 
taxed under their laws. Our courts 
are not only slow in telling us what 
new laws mean, but also they are add- 
ing to the uncertainty and confusion 
by departing from decisions which 
have stood for years. 

The number of approaches to the 
subject of taxes is infinite. We could 
talk about it from the standpoint of 
taxes as a cost of doing business. In 
the case of my own company the tax 
cost has increased almost five fold in 
the last eight years. The effect of this 
tremendous increase upon profits and 
upon expenditures for purposes other 
than taxes would fill a good sized vol- 
ume. 

Perhaps the subject of taxes should 
be discussed from the standpoint of 
control of their amount by control of 
governmental expenditures. Possibly 
tonight we need to find ways of be- 
coming more active in public affairs 
so that the way of economy and fru- 
gality can be shown to government and 
imposed upon it. Perhaps this can 
be done through the many different as- 
sociations which are in existence to- 
day. Perhaps we should attack this 
problem from the standpoint of what 
the corporation can do to publicize 
its tax cost in order to impress upon 
stockholders and others the need for 
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economy in government and lower 
taxes. 

There is another growing problem 
in connection with the control of gov- 
ermment expenditures and that has to 
do with benefits under the unemploy- 
ment insurance laws. Too many cases 
are occurring in which so-called un- 
employed people are receiving benefit 
payments to which they are not morally 
entitled. You are familiar with the 
newspaper publicity about unemploy- 
ment insurance benefit payments to 
baseball players. Also there is the case 
of a woman in California who worked 
in a large bank for ten years and finally 
left her job to marry a prosperous 
attorney and to become a housewife. 
It was held that this woman was en- 
titled to benefits under the California 
law and so she was paid them. In 
our own company we had the case of 
a girl cashier on voluntary leave of 
absence who was discovered to have 
in her possession benefit checks from 
the state of New York. The story goes 
that her friends had told her that 
others were receiving cash payments 
under similar circumstances so why 
shouldn’t she ? 


PREVENT UNDESERVED AWARDS 


In the case of our own company vig- 
orous steps are taken within the bounds 
of reason and economy to oppose every 
benefit payment when it is felt that 
the individual is not deserving of it 
or entitled to it. In most cases of this 
kind the payment of compensation can 
be delayed but not prevented because 
of the wording of state laws. Even 
so, there is the possibility of some sav- 
ing in governmental expenditure and 
also something can be done to prevent 
the too free passing out of public 
money. The field of unemployment 
insurance benefit payments alone could 
occupy this meeting for an evening. 

Another phase of the tax problem 
which might be worthy of discussion 
is the filing of returns. How can this 
be done so that a minimum of tax is 
paid in every case? Should a com- 
pany employ outside advice and coun- 
sel on all of its tax problems or for 
only those requiring unusual treat- 
ment? To what extent does it pay 
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to cooperate with tax officials? Is it 
worth while to use tax “experts” in 
order to get a fair assessed valuation 
of real estate? What department of 
the business should handle taxes? The 
subject of internal handling of tax 
returns and tax problems, while not 
as interesting as many others, might 
be enlightening to many of us. 


COOPERATION BETWEEN 
CORPORATIONS 


The discussion tonight could move 
into the area of mutual cooperation 
among corporations on their tax prob- 
lems. After all, most corporations 
are taced by the same set of tax laws 
and there are groups of corporations 
which are faced by special types of 
tax laws. What to do on the capital 
stock tax, which has never been ade- 
quately tested in the courts, was a 
problem that occupied the minds of 
many in 1939 and undoubtedly is a 
problem that could have been han- 
dled to better advantage by mutual 
cooperation. Taxes levied six and 
seven years ago under the AAA law 
and the invalidation of this law by 
the Supreme Court of the United 
States have been a headache to many 
corporations. Some have been for- 
tunate enough to recover from the gov- 
ernment all taxes paid under these 
laws so far as the taxes can be de- 
termined, while others are still in the 
throes of argument and debate with 
the Treasury Department. The tax on 
the privilege of paying dividends in 
Wisconsin has been an irritating thing 
with foreign corporations operating in 
that state, and perhaps here greater 
cooperation would have been to the 
advantage of all. 


WouLp SINGLE TAX BE AN 
IMPROVEMENT ? 


Another more or less general sub- 
ject that could be talked about and 
examined is the taxing system of this 
country. Do we now have the best 
possible system or can it be greatly im- 
proved ? Would a single tax levied by 
one agency be better than the multi- 
plicity of taxes and taxing agencies 
that exist today? Is the manufacturers’ 
excise tax the answer to our problems ? 
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In the case of our own company which 
operates in 43 states it is necessary to 
file between 20,000 and 30,000 tax 
returns every year. Certainly tax levy- 
ing methods could be improved to 
save this effort, but on the other hand 
it might then become easier for gov- 
ernment to raise money and therefore 
easier to spend it. 

Finally, perhaps our discussion to- 
night should be even more restricted 
than is possible under any of the sub- 
jects suggested thus far. Cook County 
has just raised the assessed value of 
real estate and has continually kicked 
up a fuss over personal property valu- 
ations for quite a number of years. 
There is TD 4422 on the matter of 
depreciation as an income tax deduc- 
tion and on the implications of that 
one ruling which could fill out an eve- 
ning’s discussion. The taxability of 
gains or losses on transactions in a 
company’s own stock is a problem of 
interest to some of us. For years it 
was uniformly held that such gains or 
losses were tax free and then about six 
years ago the Treasury Department re- 
versed itself and so the argument is 
on. Under social security laws and 
especially from the standpoint of un- 
employment insurance, the question of 
who is an independent contractor 
would make an interesting subject. Or 
in the case of state income taxes we 
might get into the problem of how to 
allocate income to various states. These 
and many other problems face us to- 
day and it is for you to choose what 
you will discuss tonight. 





Can Anyone Spare a 
May, 1939, Issue? 

Calls are being received at the 
office of THE CONTROLLERS IN- 
STITUTE OF AMERICA for copies 
of the May, 1939, issue of THE 
CONTROLLER, the monthly maga- 
zine published by The Institute. 
Any member or subscriber who is 
willing to part with a copy of that 
particular issue is invited to send 
it to The Institute. Payment will 
be made for it at the regular rate 


of fifty cents. 

















Centralization vs. Decentralization 


of Accounting Records 


A Report of a Conference of Controllers 


OPENING REMARKS 


CHAIRMAN L. M. NicHots: I be- 
lieve that the controllers of the com- 
panies sitting here in this group con- 
ference will get far more out of our 
subject in applying it to the solution of 
individual problems if they will ap- 
proach the subject from the following 
viewpoints : 

1. The nature of an individual com- 
pany’s business often determines the 
adaptability of suggested centralization 
or decentralization of specific oper- 
ations and records. For instance, a de- 
gree of centralization feasible for a 
manufacturer of large unit value metal 
products might be impossible for the 
distributor of small unit value perish- 
able products sold to individual con- 
sumers daily through multiple branches. 

2. Similarly, the adaptability of a 
centralized or decentralized setup may 
depend upon the nature of your cus- 
tomers. A company with relatively 
few customers of high credit rating 
may, for instance, centralize its ac- 
counts receivable and credit and col- 
lection work to a degree impossible 
for a company selling to a large num- 
ber of border line credit risks. 

3. The degree of centralization fea- 
sible and advisable on specific oper- 
ations or records depends largely as to 
whether these are purely internal and 
their nature allows economies by mech- 
anization, quantity production and sav- 
ings in supervisory salaries through 
centralization. At the other end of 
the scale, operations and records de- 
manding prompt and intimate contact 
with customers locally may dictate de- 
centralization, at least within fairly 
limited local areas, in the case of such 
operations as billing to customers and 
the location of some credit and col- 
lection personnel. Prevailing practice 


as to local cash payments also demands 
the maintenance of at least local petty 
cash funds. 





4. While certain decentralized op- 
erations furnishing detailed analyses 
more promptly to local management 
are possible in prosperous times, the 
necessity for the greatest possible econ- 
omies in periods of depression often 
leads to mechanized centralization of 
all operations and records when this 
will produce substantial expense re- 
duction. One large company which 
had thirty accounting district points 
in 1929 for purposes of economy had 
reduced these to nine in number in 
1932, with a resultant saving of 
$40,000. 

5. With regard to any one operation 
or record the relative advantages of 
centralization and decentralization for 
your type of business must be weighed 
carefully. 


ADVANTAGES OF CENTRAL- 
IZATION OF ACCOUNTING 
AND FINANCIAL OPERA- 
TIONS AND RECORDS 
Paper by Mr. John H. Gilbert 
Chase Brass & Copper Company 
The terms “centralization” and “‘de- 
centralization” have been used rather 
loosely in the past few years, and as 
a result strong personal prejudices are 
usually aroused as soon as these words 
are mentioned. It is significant, how- 
ever, to observe that the words them- 
selves are not a stxtement of any ex- 
isting condition which is easily defin- 
able, but are rather used to indicate 
a trend. The first implies a trend 
toward the increase of executive con- 
trol, and the latter reflects the increase 
of delegation of authority to subordi- 
nate operating officials at remote points. 
To avoid getting into any difficulties 
through use of this terminology in 
discussing one or two isolated phases 
of accounting, we might substitute the 
term ‘Development of more effective 
executive control over sales, receiv- 
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ables, credit losses, purchases and ex- 

penses” instead of ‘centralization of 

sales records, Accounts Payable and 

Accounts Receivable.” 

The second thought deals with clari- 
fying the nature of adverse experiences 
which have been experienced in the 
past by some companies during cen- 
tralization programs. Only a limited 
number of advantages can be obtained 
when record-keeping is consolidated at 
a central point from the remote lo- 
cations unless care has been exercised 
in the mechanization of procedures 
and designing a system to afford posi- 
tive executive control. This latter ob- 
jective, which has been frequently over 
looked in the past, can best be ob- 
tained by furnishing additional man- 
agerial reports which had heretofore 
been uneconomical or impossible to ob- 
tain. 

This observation will, of course, give 
rise to the question of whether central- 
ization led to mechanization of office 
routines; or whether possibility of 
mechanization encouraged centraliza- 
tion. This question in turn should re- 
sult in serious consideration of a very 
basic factor underlying the so-called 
centralization programs. It is safe to 
assume that mechanical operation af- 
fords numerous advantages which are 
inherent in such methods. Therefore, 
mechanization of office routines should 
probably be the first motivating factor 
in any program of systems design. 
When mechanization is impractical or 
uneconomical because of limited vol- 
ume at various operating locations, the 
necessity for centralization does appear. 

If this preliminary reasoning is 
sound, we find that the entire question 
of centralization boils down to: 

1. The necessity of proving that mecha- 
nization in itself will afford numerous 
advantages not existent in the manual 
procedures. 

2. If this mechanization can not be ef- 


fected in the individual units as they 
exist, then some degree of centraliza- 
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tion, at least, is important if the ad- 
vantages are to be obtained. 

. Another factor which will influence 
the necessity for centralization may fol- 
low the above two, that is after the 
mechanization of routines at various 
decentralized points, a duplication of 
equipment and personnel may exist 
which can be eliminated through fur- 
ther consolidation, and thus effect even 
greater operating economies. 


wa 


Advantages of Mechanized Receiv- 
ables Operations at a Central 
Point 

One of the major inherent werk- 
nesses of all types of subsidiary ledger 
records maintained on manual and 
semi-automatic machine bases, is the 
inability to abstract conveniently the 
vital data which they contain. On the 
other hand the ease with which elec- 
tric accounting machines may be used 
to list complete details of all transac- 
tions is one of the distinctive advan- 
tages which this method affords. For 
example, at any time when an oper- 
ating official may desire to have a com- 
plete statement of the outstanding re- 
ceivables of each customer, this report 
could be compiled on relatively short 
notice. Assume that there are 10,000 
unpaid invoices distributed among 
2,000 customer accounts; the complete 
report could be prepared in approxi- 
mately three hours time. 

It is especially important also to 
note that the form of this report may 
be varied to reveal other vital infor- 
mation without materially increasing 
the time of its preparation. For ex- 
ample, the outstanding amount may be 
“aged” to show the extent of delin- 
quency of each customer's balance. 
The customers’ accounts themselves 
may also be automatically grouped into 
any sequence which might be signif- 
cant, such as salesman handling the 
account, class of industry of the cus- 
tomer, geographical location, and the 
like. 

Such analyses as these would be ex- 
tremely important in periodically check- 
ing the healthiness or soundness of 
teceivables policies: 

1. Salesmen who are prone to sell 
poor credit risks would be revealed 
by comparison of amounts of de- 
linquencies among their customer 
accounts. 
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2. Computation of interest allocation 
on delinquent accounts according to 
the class of industry would reveal 
marginal classes of trade from the 
profit stand-point. 


Practically all accounts receivable re- 
ports can be prepared in the form of 
“aged’’ statements. This in itself is 
a unique contribution, since practically 
all manual systems of accounting en- 
tail considerable peak load work for 
the preparation of an “aged” statement 
of accounts that is necessarily limited 
to a semi-annual or annual basis. 


EFFECTIVE MANAGEMENT RESTRICTED 


The limitations which have been im- 
posed upon all systems of accounts re- 
ceivable that have been developed pre- 
viously can easily be overcome through 
the ingenuity of accountants who have 
become aware of the opportunities af- 
forded by the machine accounting 
method. The limitations of older sys- 
tems have unfortunately resulted in a 
restriction of the development of ef- 
fective management policies and hence 
it is difficult to visualize quickly the 
numerous other types of advantages 
which the punched card method affords 
in addition to the completely “aged” 
statement just described. The scope 
of these new reports, which may be 





| HE subject discussed here was 
a part of the program of the | 
Eighth Annual Meeting of THE 
CONTROLLERS’ INSTITUTE OF 
AMERICA, in October, 1939. It 
is one that comforts many control- 
lers, in one form or another. The 
papers and the discussions brought 
out many of the points for and | 
against centralization. This Con- 
ference, designed as a group af- 
fair, was participated in by con- 
trollers of many of the larger 
corporations in this country and 
brought out information of great | 

value. It was presided over by 

Mr. L. M. Nichols, of General 
Electric Supply Corporation, of | 
Bridgeport, Connecticut, a mem- | 
ber of the Board of Directors of | 
The Institute. | 
—THE EDITor. | 
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easily prepared, is indicated by the fol- 
lowing list: 


1. Reciprocity statement to reveal 
amount of purchases from vendors in 
contrast to the sales to these organiza- 
tions. 

2. Analysis of order size by dollar 
value to determine the frequency of 
non-profit orders. This would involve 
the determination of the average cost 
per invoice of billing, shipping, ac- 
counts receivable posting, and credits 
and collection charges, applicable to 
each invoice issued. Then determining 
from average gross profit figures, the 
minimum invoice amount which would 
cover these charges. Some companies 
have advantageously used this method 
of checking to establish minimum bill- 
ings and also to determine the size 
of order, below which to put such or- 
ders through a simplified “small or- 
der’’ routine. 

3. Facility of preparing open item 
statements for customers at the end of 
each month, which have been widely 
accepted by accountants in business as 
the most effective form for speeding 
up collections and eliminating time 
consuming correspondence concerning 
the contents of old balances forward. 
Although the electric accounting 
method is quickly adaptable to the 
preparation of statements using the 
balance forward plan, it is unique in 
its ability among machine methods in 
the preparation of open item state- 
ments. 

4, The simplification of administer- 
ing credit policies through the use of 
current reports instead of posted ledg- 
ers, which are usually one to six days 
behind current operations. The lack 
of detailed past history afforded by a 
ledger card record is sometimes re- 
ferred to as a weakness, but a coded 
reference to each customer's credit 
standing can supply this lack. 

5. Employees traveling advances and 
receivables, transportation claims, and 
numerous other classes of current 
sundry receivables, which are ordi- 
narily handled as separate units, may 
readily be incorporated into the regu- 
lar accounts receivable routine. This 
would permit the preparation of regu- 
lar statements to employees and other 
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individuals, to confirm outstanding 
amounts and eliminate the difficulties 
which usually develop when settle- 
ments are only confirmed on an an- 
nual or occasional basis. 

6. Periodic external audits are fa- 
cilitated by punched card procedures. 
In the first place, a properly designed 
system of accounts receivable affords, 
through its control sheets and analytical 
reports, ample evidence of essential in- 
ternal control which the outside auditor 
desires most since it will permit a 
substitution of spot-checking procedure 
for the tedious complete detailed ex- 
amination. In the second place, list- 
ing of all detailed transactions may be 
prepared in such sequences 4s will 
facilitate the conduct of the audit 


onciled directly to the omgin 
against which it ts { 
outstanding balances at the 
any accounting period can readi 
identified with the original invoice or 
charge which it represents. Lump sum 
payments ‘‘on account” are applied 
against oldest balances, except for dis- 
puted items. 
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These are only a few of the oppor- 
tunities which may accrue through the 
utilization of the inherent flexibility 
of punched card methods in the han- 
dling of accounts receivable. 


Advantages of Mechanizing Payables 
Routine 
Among the specific advantages as- 
sociated with the preparation of pay- 
ables and voucher distribution records 
at a central point on electric account- 
ing machines are: 


1. Ability to prepare expense anal- 
yses not only according to object of, 
expenditure for overall control of the 
business, but also according to func- 
tions such as administrative, selling, 
branch office, development, and the 
like, and then further according to lo- 
cation, such as branches, warehouse, 
factories, and so on. It may also be 
desirable to prepare periodic state- 
ments on a quarterly basis of salesmen’s 
traveling and expense accounts. 

2. All reports concerning expenses 
may be developed to present not only 
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the actual money amounts expended, 
but comparisons with budgets and pre- 
vious year totals. 

3. The multiplying punch has been 
used to establish index numbers such 
as average expenses per diem per thou- 
sand dollars of production labor cost, 
or per thousand dollars of sales. Such 
ratio numbers add considerably to the 
value of accounting reports presented 
to operating officials. 

4, Reconciliation of the freight ac- 
count is one of the major weaknesses 
in many industrial accounting organi- 
zations. Through the comparison of 
detailed cards prepared from the 
voucher distribution of freight invoices 
against the corresponding allocations 
of freight on sales and incoming ma- 
terials, it is possible to detect numer- 
ous errors such as failure to bill the 
customer, improper rating, duplicate 
payment of freight bills, and so on. 


Sales and Gross Margin Records Tab- 
ulated at a Central Point 

In the field of centralized methods 
for tabulating and publishing current 
and cumulative figures on sales and 
gross margin by salesmen, by ter- 
ritories, by commodities and by cus- 
tomers, we have a somewhat longer 
experience, in the case of most com- 
panies, than in the use of similar cen- 
tralized methods in accounts receiv- 
able and accounts payable work. The 
economies of mass production in most 
cases have outweighed the disadvan- 
tages of distance in time involved in 
documents coming to a central point 
and in finished reports reaching branch 
points. 

In the case of one very large com- 
pany the volume of work was so great 
that it was feasible and economical to 
set up a system of intermediate cen- 
tralization at seven central points, each 
covering seven or eight districts or 
branches, thus cutting down the time 
factor mentioned above, but still fur- 
nishing enough volume of work at 
each of the seven central points to 
warrant minimum supervision and ma- 
chine cost. Work done at each of 
these seven points is, of course, sum- 
marized at one central point for the 
company. 








SUMMARY 


In summarizing Mr. Gilbert states 
that his company, in view of its cur. 
rent experience with centralization, 
could not justify a return to decentral. 
ization of the work of handling ac. 
counts receivable, accounts payable, or 
sales analyses for the following rea- 
sons: 


1. It maintains eighteen branch of. 
fices in the principal cities throughout 
the country. Decentralization of ac. 
counts receivable would require at least 
one additional employe in each of these 
branch offices, with a reduction in the 
home office of only some five or six 
employes. Furthermore, if the han. 
dling of accounts receivable were de. 
centralized they would require a much 
higher grade of help in the branches 
than is required at the home office. 

2. Were the handling of accounts 
receivable decentralized, their inde. 
pendent auditors would have to spend 
more time at each of the eighteen 
branches. This would materially add 
to the cost of their year-end audit. 

3. The credit situation is being con- 
trolled much better through one Credit 
Department in the home office than it 
would be if they had eighteen credit 
managers throughout the country. 
While they do find it necessary to have 
the office manager at each of the eight: 
een branches look after credits, by far 
the larger part of the credit work is 
controlled from the home office. (An 
unpaid invoice file with paid invoices 
pulled out, based on a daily cash re 
port from the home office, has proved 
to be a sufficient record for the branch 
office use.) 

4. Decentralization would greatly in- 
crease their cost of accumulating sales 
statistical information and would com: 
plicate the problem of gathering this 
information, as well as delay the time 
in getting it out. 

5. At the present time only ont 
bank is used, the cost is negligible, 
cash tied up is at a minimum, and 
they are entirely satisfiea that one bank 
should be used in place of several. 
Branches have only petty cash funds 
in local banks. 

6. They state that the foregoing 1 
possible only through the use of mod: 
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ern office machinery, and that if the 
work were done by hand the conclu- 
sions as stated would not necessarily 
hold true. 

CHAIRMAN NICHOLS: At this point 
I will throw the meeting open to ques- 
tions from the floor. 


Question: Under this mechanized 
system of centralized accounting, what 
is the procedure advocated for cross- 
checking collections against invoices, 
and by whom is that cross-checking 
performed ? 

CHAIRMAN NICHOLs: I will attempt 
to answer you from my knowledge of 
the paper as it has been prepared. As 
I get it here, the local branches keep 
copies of their invoices from the cen- 
tral office, which handles the accounts 
receivable routine and centralized op- 
eration, and to which central office 
checks come in. A copy of the cash 
remittance report applying to that 
branch’s accounts goes to the branch, 
and they pull the paid invoices, so that 
they still have in the branch the re- 
maining copies of their own or un- 
paid invoices. There is a question of 
local information and current selling 
information. 


Question: But how do you tell 
which invoice the collection pays? The 
machine operator or a Credit Depart- 
ment man or an accountant ? 

CHAIRMAN NICHOLS: Unless there 
is a record of a disputed item, it is 
applied to the oldest balance. 


Question: By whom? 
CHAIRMAN NICHOLS: By the cen- 
tral office. 


Question: But exactly by whom, the 
machine bookkeeping operator, or 
whom ? 

CHAIRMAN NICHOLS: I assume by 
the Credit and Collection Department, 
which is handling all the incoming re- 
mittances. All of the incoming re- 
mittances come to this central point. 

As I said in the beginning, it is my 
own opinion that the application of 
some of these routines depends entirely 
upon the nature of the business and its 
customers. 


Question: What I am interested in 
is determining who decides. 
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CHAIRMAN NICHOLS: On the ap- 
plication of the cash remittances ? 


Question: The machine operator or 
a member of the Credit Department, 
or whom ? 

CHAIRMAN NICHOLS: While it is 
not stated here, I can not conceive of 
it being a machine operator, because 
remittances pass through reputable 
hands in the Credit and Collection De- 
partment who, after all, are the ones 
receiving the money and responsible 
for its proper application and disposi- 
tion. 


Question: They must be sitting 
alongside the machine operator, then, 
to tell him what disposition to make 
of these collections ? 

CHAIRMAN NICHOLS: Or so _indi- 
cate, because I think a machine oper- 
ator or a machine operation never can 
be anything but mechanical. In other 
processes they depend entirely on cod- 
ing put on by skilled and reputable 
employees, something besides machine 
operators. 

Mk. J. F. Twomey (National Dairy 
Products Corporation): Mr. Gilbert's 
paper, which was just read by Mr. 
Nichols, seems to approach the ques- 
tion of centralization from the stand- 
point of the mechanical handling of 
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volume. The approach that I have 
selected for my paper is entirely dif- 
ferent and more from a management 
standpoint than the actual technical 


handling of accounting data. 


THE CASE 
FOR DECENTRALIZATION 
By Joseph F. Twomey 


The question of centralization versus 
decentralization is not one that can be 
resolved into a definite answer, and 
the history behind the question clearly 
indicates this fact. Many organiza- 
tions have at times found it advanta- 
geous to decentralize, only at a later date 
to enter into a centralization program 
and in many instances such a program 
was again later followed by a decen- 
tralization plan and so on ad infirmi- 
tive. Perhaps, if we would correlate 
such movements in organization prin- 
ciples with economic conditions, we 
would find, that in many cases in times 
of prosperity with its attendant busi- 
ness expansion, a decentralization pro- 
gram would be put into effect, whereas 
in times of panic or depression with 
its attendant retrenchments, centraliza- 
tion might be effected because of its 
immediate effect on expenses. 





members. 





Wide Interest in Booklet 
“War Problems of Business” 


Publication of the booklet of 72 pages, “War Prob- 
lems of Business As the Controller Sees Them”, by 
THE CONTROLLERS INSTITUTE OF AMERICA, is proving 
to be a popular move. There has been a brisk demand 
for copies, on the part of controllers, public account- 
ants, and others. One firm of public accountants or- 
dered twelve copies. Many controllers have ordered a 
few extra copies for other officers of their companies. 
The booklets were sent without charge to members of 
The Institute. They are priced at $1.25 a copy to non- 











124 


Plant or branch management seems 
to favor decentralization because it pro- 
vides them with necessary management 
tools more quickly than under a cen- 
tralized set-up, and perhaps that is a 
further reason why in times of pros- 
perity and expansion branch or plant 
management is allowed more leeway 
along decentralization lines, whereas in 
depression times executive manage- 
ment insists on centralization solely for 
its immediate expense reduction with- 
out considering the wishes of plant 
or branch management which may have 
ceased to be a large factor because of 
low sales or production. In other 
words, perhaps we lean over backwards 
in going along with a successful plant 
or branch when business is going well, 
but when times are bad executive man- 
agement steps in and dictates the 
method of operation. I do not be- 
lieve anyone can make a flat state- 
ment that decentralization is the proper 
method of operation or conversely, 
that it is the improper method, but 
that the method of operation must be 
suited to the problem involved, and 
in any one organization with wide- 
spread activities it is doubtful whether 
a single instance could be found where 
complete decentralization or complete 
centralization would be practical or 
effective since much would depend on 
many factors, each of which would 
have to be given proper consideration. 


Factors To BE CONSIDERED 


Such factors would include in part 
the type of business or nature of the 
industry ; the type of management con- 
trol desired by the chief executives; 
the elements of time and distance, as 
well as the ever-existing problem of 
proper personnel. It is probable that 
Aristotle’s “Theory of the Mean”’ is 
as applicable to this proposition as it 
has been to so many others throughout 
the centuries, and that a combination 
of both or a compromise between the 
two is the more practicable with em- 
phasis being placed on one or the other 
in accordance with the varying con- 
ditions in any particular organization. 

However, in pleading the case for 
decentralization, there seems to exist 
a definite school of thought among 
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executive managements that the theory 
of decentralization embodies two ad- 
vantages of a nature more psychological 
than physical— 

First: Control of all activities rather 
than a portion of them increases branch 
managements’ initiative and effort, and 
the local management’s responsibility 
for control and profit is more keenly 
felt. 

Second: Decentralization, with each 
plant or branch preparing all of its own 
accounting data and results of oper- 
ations, eliminates the use of the oft 
repeated alibi that ‘the home office re- 
ports must be wrong”’ or “by the time 
we received the reports from the home 
office it was too late to do anything 
about it.” 

That the reports were correct or 
were on time does not preclude the 
use of these alibis, but seems to cause 
only wider and further discussion and 
argument between home office and 
plant personnel, until a point is reached 
where the original question is forgot- 
ten while time and energy is expended 
to prove or disprove the correctness 
or the time of submission of the re- 
ports. In this respect, decentraliza- 
tion might be termed ‘management's 
way of closing the door to the alibi 
artist.” 

So much for the psychological side 
of decentralization. On the factual 
side the following may be considered 
as being of some importance in evalu- 
ating the merits of decentralization: 


1. The plant operating results are ob- 
tained more speedily, making closer super- 
vision and control possible. 

2. Elimination of the necessity for the 
tendency towards duplication in the branch 
office of records supposed to be prepared 
by the home office for the purpose of 

(a) providing more current informa- 
tion, 

(b) refuting or confirming results as 
reported by the home office. 

3. Builds up a well-rounded and com- 
pletely trained organization and provides 
field-trained personnel for expansion or for 
other openings as they occur, as well as 
eliminating the problem of securing and 
training a home office staff capable of ana- 
lyzing and interpreting statements from 
branch offices. Such a staff would undoubt- 
edly always be handicapped by a lack of 
understanding and sympathy with local 
conditions and problems. 

4, Executive control can be maintained 





over a decentralized set-up by means of 
“top’’ reports and statements originating as 
a by-product of branch accounting without 
the maintenance of a large home office staff. 
5. Uniformity of accounting principles 
and procedures need not be sacrificed but 
can be maintained by the use of standard 
accounting manuals and standard forms. 


DECENTRALIZATION MorE FLEXIBLE 


At the risk of having objections 
raised from all sides, I make the state- 
ment that decentralization is far more 
flexible than centralization in that any 
accounting problem can be decentral- 
ized, but there are some that do not 
lend themselves in the least to cen- 
tralization. I am not going to enlarge 
on this statement just now, but it may 
be a good subject for discussion later. 

The relative expense of maintain- 
ing a decentralized accounting system 
as against a centralized set-up is a 
subject that can not be ignored, nor 
can a categorical answer be made to 
this question. In a decentralized set-up 
more accounting employees would be 
required in the field, but less would 
be required in the home office. Per- 
haps not in direct ratio because of the 
economy in time that might be ef- 
fected under a centralized set-up due 
to the concentration of volume in the 
home office. That economy might be 
partially or wholly offset by a further 
factor existing in the difference be- 
tween the average of salaries paid in 
the field as against a higher average of 
salaries paid in the home office. 

However, even if accounting salaries 
and expense should be greater under 
decentralization than under centrali- 
zation, if the claims made by some of 
the exponents of decentralized account- 
ing that such methods of control re- 
sult in more profitable operations are 
correct, and I believe they are, the 
problem of evaluating the direct or 
indirect benefits of decentralization be- 
comes one of great complexity. 

As we all recognize, industry is 
constantly being subjected to ever in- 
creasing governmental regulations, in- 
vestigations and taxation. The num- 
ber of reports required and the volume 
of detail increases by leaps and bounds. 
It is highly important that companies 
operating units at widely separated 

(Please turn to page 126) 
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CENTRALIZATION 


More efficient stock control. 

Arrange transfers among branches. 

Prevents alteration of entries by unsuper- 
vised branch employees. 


Stock Records 


Purchasing Combining orders on vendor. 
Stock id ars—drop shipments 
Merchandise ( Consolidated cars drop shipments. 
Direct Avoids local clerical work on purchase 
orders. 


Economies on bulk purchases from single 
sources of supply. 

Check on prices paid. 

Vouchering (Check Payments) 
Merchandise 


Expense Items 


More efficient check on prices. 

Quantity production with skilled employees. 

Allows better internal check of amounts 
spent for merchandise. 


Expense Items Confidential nature. 


Payroll Accuracy on Social Security and other de- 
ductions. Standard recurring deductions. 
Other Better expense control. 
Cash 

Receipts 
Checks Avoids running local bank checking account. 

Cash 

Disbursements 
Payroll Awkward to transmit in form of cash. 
Merchandise Undesirable to handle as cash payment. 


Expense items 
Petty cash funds 


Credits More rigid control. 

Collections 
Checks Avoids local bank deposit accounts and 
Cash duplicate records. 

Billing 
Regular More economical quantity production— 


avoiding /ocal clerical expense. 


Counter (Local) Same as above. 














(especially in small branch) 


Cash Sales Records 


Customer's Accounts Receivable 
Economy in clerical expense. 
Machine production. 
Might reduce local personal property taxes 
in some cases. 
Accountings Payable (Voucher Register) 
Economy in combining voucher payments to 
each vendor. 
Other General Ledger Accounts 
Economy in one set of general books. 
Reports 
Balance Sheet Economy and accuracy in issuance at a cen- 
tral point. 
Financial Operating 
Statement 
Detailed Expense Reports 
General Office 
Districts Same as above. 
Branches Same as above. 
Sales & Gross Margin Statistics 
Economy and accuracy in issuance at a cen- 
tral point. 
Better rates and control of adequate cover- 


Same as above. 
Same as above. 
Same as above. 


Insurance 


age. 
Tax Reports (including Social Security) 


Local Skilled tax men available to insure accuracy 
and savings. 

State Same as above. 

Federal Necessary. 


Necessary for General Office. 
Insure uniformity in Social Security and 
other reports. 


Personnel Records 


POINTS IN FAVOR OF 


DECENTRALIZATION 


Better knowledge of future local needs. 

Reference in filling orders from stock and requisitioning 
stock replacements. 

Allows faster reconciliation of discrepancies when physi- 
cal counts are made. 


Speedier issuance and follow-up on purchase orders. 


Saves delay and clerical work on local purchases and 
services. 


Speed in handling temporary and casual labor. 
Necessary when there are local recurring deductions. 


Avoids delay, postage and correspondence. 


Business value of local bank connection. 
Convenience to customer. Allows quick deposit of checks. 


Avoids awkward transfer of cash. 


Convenient to company and employees. Necessary when 
payroll requires frequent payment of cash commis- 
sions to salesmen, wagon drivers, and the like. 

Should be limited to small local payments. 

Necessary convenience. 

Better local knowledge, references and quicker action. 


More effective local contact and personal follow-up with 
debtor. 
Necessary to effect physical handling. 


Speedier and more convenient for customer—lower post- 
age expense. 


Same as above. 


Necessary when cash received locally and customer de- 
mands receipted cash sales slip. 


Aids local collection work with details available. 


Convenience to customer. 
Lower postage expense on statements. 


Speed and convenience in analyses for local management. 
Same as above. 


Speed and convenience in analyses for local management. 


Value in local reciprocal business relations. 


Better knowledge of local conditions and customs and 
contact with local tax authorities. 


Required by FLS Act unless specially permitted at a cen- 
tral point. 
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Centralization vs. Decentralization 
(Continued from page 124) 
locations present a consistent picture 
when reporting results for govern- 
mental scrutiny. This result, however, 
can satisfactorily be attained without 
a centralized system of accounting. A 
centralized review of results as pre- 
pared by the decentralized units is the 
answer, e.g., each operating unit can 
prepare its own information or re- 
turns along standard lines promulgated 
by the home office and subject to home 
office review before being presented to 

governmental bodies. 

I do not wish to create the impres- 
sion that I believe centralization has 
no place in an accounting set-up. In 
many instances, branches may be so 
small that a complete accounting sys- 
tem would be a burden to them rather 
than an assistance. Centralization is 
undoubtedly the ideal answer when 
such a condition exists. 

I will turn the meeting back to the 
Chairman, Mr. Nichols, for any ques- 
tions that may be asked. ( Applause.) 

CHAIRMAN NICHOLS: I hope we 
have had enough pros and cons by 
this time to produce questions that 
you have in your own mind which may 
lead to informative answers from other 
members of the audience, if we are 
not able to give them from the plat- 
form. The Chair is in a receptive 
mood. Mr. Twomey said there were 
some kind of problems that could not 
be centralized. 

Mr. Twomey: Well, in a large, 
widespread organization where you 
have payrolls scattered throughout the 
country, where some would be on time 
or piece work basis, there would be 
an obvious answer to that question. 
Where they were on a flat salary and 
had varying and known recurring re- 
ductions, would be another. That is the 
only one I can think of offhand. Un- 
doubtedly, there are many more, but I 
think that is illustrative of what I mean. 


Question: Do you centralize your 
Social Security charges ? 

Mr. Twomey: Yes. 

Question: And payments ? 

Mr. Twomey: No. The payments 
are decentralized, subject to home of- 
fice scrutiny before they are filed. 
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CHAIRMAN NICHOLS: I think that is 
largely due to the nature of the pay- 
ments to Mr. Twomey’s company’s field 
forces. As I understand, they are paid 
largely on a cash commission basis only. 

Question: Have you a centralized 
purchasing agent, purchasing depart- 
ment ? 

Mr. Twomey: Of course, the paper 
does not represent my company’s views. 
To answer your question, we have a 
centralized purchasing department 
solely for the purpose of negotiating 
contracts, and not for buying for 
branches or subsidiaries. 


Question: Then the purchases are 
made decentrally and the payments are 
made decentrally ? 

Mr. Twomey: That is correct. 


Question: Do you advocate decen- 
tralizing fixed assets ? 

Mr. Twomey: Yes. 

CHAIRMAN NICHOLS: Any further 
questions ? 


Question: I should like to have Mr. 
Twomey go into a little bit more de- 
tail with respect to what he refers to 
as a complete accounting system for 
a branch of a company, not a subsidiary 
company but a branch of a company. 

Mr. Twomey: Well, ? think that is 
a pretty tough question. It would de- 
pend largely upon whether it was a 
sales branch or a manufacturing branch. 


Question: | was wondering in what 
way allocation of expenses, for ex- 
ample, that were incurred by a home 
office on behalf of the numerous 
branches or numerous _ subsidiaries, 
were carried on to the branch and re- 
flected in its accounting procedure ? 

Mr. Twomey: I think if you were 
completely decentralized you would 
not have any expenses incurred by the 
home office except a home office su- 
pervision charge. 


Question: In other words, you be- 
gin with a completely decentralized 
management ? 

Mr. Twomey: Yes. 


Question: That is a little different, it 
appears to me, from a decentralized ac- 
counting system for a general manage- 
ment. 


CHAIRMAN NICHOLS: Any further 








questions? If not, I shall attempt to 
provoke discussion. I think I can rely 
on getting different opinions, perhaps 
by covering some of the other oper. 
ations specifically, other than those that 
have already been mentioned, and in. 
cluding those that have been men- 
tioned. 

To start with, for instance, is the 
question of stock records; the argu. 
ments in favor of centralization of 
stock records, let’s say for a district 
which has a dozen branches. Central- 
ization would allow more efficient 
stock control by more skilled and 
highly paid employees at that district 
headquarters. It would enable arrange. 
ment of transfers among branches, if 
there was an overstock in the branches 
that could be shifted to another branch 
or to the main house, avoiding buying 
more from vendors while any such 
overstock existed within the district. 

Centralization of stock records would 
prevent alteration of entries on the 
stock cards by unsupervised branch 
employees, such as you always get in 
smaller branches. 

Now, if you are going to weigh 
against those advantages of centraliz- 
ing stock records the advantages of 
decentralizing or localizing those stock 
records in each branch, you would have 
to consider that with those stock rec 
ords decentralized in each branch you 
would have better knowledge of fu- 
ture local needs. Their branch man- 
ager, together with the salesman, is in 
close touch with the kind of business 
that is developing. It enables the 
branch people to have immediate tef- 
erence to those stock cards in filling 
orders from stock and requisitioning 
stock replacements, which they would 
not otherwise have except by a visual 
check of the stock or knowledge of 
the stock. 

The local records allow faster rec: 
onciliation of discrepancies when 
counts are made and compared with 
stock card balances. There you have 
a statement of the advantages of cen- 
tralization of stock records on the one 
hand, and the advantages of decentral- 
ization or localization on the othet 
hand. Where do you think the ad 
vantage lies? How would you decide 
in your own business? How have you 





decic 
ence 
one 
must 
Mi 
recor 
We f 
when 
peop! 
not n 
but fi 
stocks 
factor 
CH. 
words 
I mac 
you g 
skilled 
SAM 
not on 
is mot 
better 
tenanc 
CHA 
Anybo 
who h: 
the rec 
the hat 
person: 
We hi 
centrali 
decentr 
MED 
dealing 
makes | 
we mai 
and hav 
a recor 
for rep 
ing stoc 
which | 
is not s 
and it 
date of 
placeme 
CHAI 
as to the 
branch ? 
MEM! 
by the k 
have ag 
ment qu 
CHAIR 
any inst: 
requisiti 
that ? 
MEM} 












t to 
rely 
aps 
per- 
that 

in- 
nen- 


the 
rgu- 
of 
trict 
tral- 
‘ient 
and 
trict 
nge- 
s, if 
ches 
anch 
ying 
such 
oi 
ould 
the 
anch 
at in 


eigh 
raliz- 
s of 
stock 
have 
rec- 
- you 
fu: 
man- 
is in 
ines 

the 
ref 
Jling 
ning 
vould 
risual 
re of 


- rec: 
when 
with 
have 
cen: 


2 one 
ntral- 
othet 
= ad- 
lecide 
e you 








decided? Can we have some experi- 
ence with the reasons why you decided 
one way or the other? Some of us 
must have a stock records problem. 

MEMBER: We have centralized stock 
records in the field of our service parts. 
We found that we had some difficulty 
when decentralized in convincing the 
people in the branches that they did 
not need their own individual records, 
but from the standpoint of control of 
stocks, it has worked out very satis- 
factorily. 

CHAIRMAN NICHOLS: In_ other 
wotds, you confirmed the first point 
I made in favor of centralization, as 
you get better stock control by more 
skilled employees on a uniform basis. 

SAME MEMBER: And I would say 
not only more skilled employees, but it 
is more economical, and we are much 
better equipped to supervise the main- 
tenance of proper stocks. 

CHAIRMAN NICHOLS: Thank you! 
Anybody else? Let us hear somebody 
who has found it desirable to maintain 
the records locally in each branch by 
the hands available to the local branch 
personnel. Can anybody discuss that ? 
We have one piece of evidence on 
centralization, and no volunteers on 
decentralization. 

MEMBER: In the branch we are only 
dealing with finished products, which 
makes it a much simpler problem, but 
we maintain stock records in the branch 
and have, in a sense, a duplication of 
a record of their sales. We use that 
for replacement if we have a revolv- 
ing stock. We allow a certain quantity 
which is in transit to the branch. It 
is not stock there, or it has been sold, 
and it represents the lag between the 
date of sale and the shipment for re- 
placement. 

CHAIRMAN NICHOLS: Who decides 
as to the replenishing shipments to the 
branch ? 

MemMBeR: It is done automatically 
by the head office, as soon as the sales 
have aggregated a minimum replace- 
ment quantity. 

CHAIRMAN NICHOLS: Do you have 
any instances where the branch people 
tequisition additional amounts beyond 
that ? 

MEMBER: Never. 
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CHAIRMAN NICHOLS: Are there any 
further questions on that ? 

MEMBER: I might say in connection 
with our experience that the branch al- 
ways has an opportunity and has the 
right to requisition additional stock to 
meet what they feel is going to be a 
local demand. If it works out that 
they have overestimated their require- 
ment, after a reasonable time the stock 
is transferred. 

CHAIRMAN NICHOLS: But at least 
you have the flexibility that they may 
requisition for known or anticipated 
local needs ? 

MEMBER: Well, we found in order 
to take the static out of the transfer we 
had to tell the branches that they had 
complete responsibility and authority 
to order any stock that they wished, but 
the question as to how long they left 
it there depended on experience. 

CHAIRMAN NICHOLS: Now if there 
are no further questions on that par- 
ticular item, I will go on to another 
item, which has to do with the pur- 
chasing, first of merchandise, and sec- 
ond, the placing of requisitions for 
expense items. In the case of purchas- 
ing of merchandise, that is done at a 
centralized point. A district head- 
quarters, for instance, which has a 
dozen branches, allows the combining 
of orders on a vendor. It allows ship- 
ment in consolidated cars with drop 
shipments to intervening points in that 
district on the way to the main house 
and beyond, it avoids local clerical 
work on purchase orders. 

On the other hand, if you allow your 
branches to originate the merchandise 
purchase orders, you have a business 
with a fast turnover; it allows speedier 
issuance and follow-up on those pur- 
chase orders. Again, you have to weigh 
the reasons in favor of a centralized 
operation on merchandise purchase or- 
ders against the reasons in favor of 
decentralization, particularly if your 
business happens to be one of fast- 
turnover merchandise, where local pur- 
chase order issuance and follow up for 
the receipt of that merchandise is im- 
portant. 

Have you had any experience on 
that subject, and can you tell us why 
you decided one way or the other? 
Does anybody differ with the reasons 





127 


that I have stated that would influence 
your decision one way or the other, 
according to the nature of your busi- 
ness? If not, I will go to the ques- 
tion of requisitions for expense items. 

To make that simple, because there 
are a large variety of expense items, 
let us discuss stationery. I choose that 
because we have had some specific ex- 
perience on that in our company. It 
allows economies on bulk purchases 
from single sources of supply, and al- 
lows a check without any trouble as to 
the prices paid for similar items. 

I might remark on that score that 
some of the greatest savings to tax- 
payers that have been made in states 
and counties such as Nebraska, have 
been made by just such comparisons 
of prices paid on stationery and sup- 
plies. We found that to be true in 
our own case. The only reasons of- 
fered against it by any of our branches 
is that some alleged reciprocal business 
reasons for placing their business with 
local printers and getting their proofs 
back and forth promptly, and so forth, 
were involved. But the economies of 
standardized stationery and centralized 
purchasing at the very best prices were 
so enormous, the other reasons had 
to be brushed aside. 

As a matter of fact, during the de- 
pression in 1930 to 1933, in that three- 
year period, our largest percentage of 
savings was made on that particular 
item. We cut our costs 72 per cent. 
in that three-year period. Of course, 
it was chiseling on printers who 
needed business, but nevertheless the 
saving was made. 

On the other hand, on these expense 
items, if you decentralize your purchas- 
ing of a certain class of expense items, 
you save delay on those less important 
items, and you save clerical work, post- 
age on requisitions, and so forth, pass- 
ing back and forth from the branch 
to the central office. 

I believe that the dividing line be- 
tween centralization and decentraliza- 
tion on that class of items is, first, 
whether it is a class of expense items 
that allows standardization and sub- 
stantial savings on bulk purchases, like 
stationery, or is of a minor nature 
where you can save a lot of clerical 
work by letting them buy it locally. 
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Are there any differences of opinion ? 
How do you decide what you will al- 
low them to buy locally and what 
causes them to send in requisitions? A 
dollar amount, anything above twenty- 
five dollars, or what? What is the 
general practice? The general prac- 
tice in most government departments 
and municipal departments is to set 
a dollar limit. Has anybody had any 
experience internally with that in an 
attempt to set a limit? 

MEMBER: We had an experience 
along that line, but we have not found 
anything on which to place a dollar 
limit, whether or not it is material of 
a uniform nature which can be pur- 
chased in bulk for all plants. It ts 
centralized in the Purchasing Depart- 
ment or office. Those things that are 
purely local are generally purchased 
within local communities. The Pur- 
chasing Department, however, has gen- 
eral control even over that situation. 

Our general practice, whether ac- 
counting or purchasing or administra- 
tive element of the business is central- 
ized or decentralized, depends entirely 
upon a convenience, you might say, or 
advantage, of the particular job to be 
done. Purchasing in volume, generally, 
is centralized, depending to a great ex- 
tent on the consumption of raw ma- 
terials, control of inventories, payroll, 
production costs, and decentralized to 
great advantage. 

CHAIRMAN NICHOLS: Thank you. 
Does your central Purchasing Depart- 
ment let the branches know in advance 
what is to go through them? Do they 
decide the class of purchases that are 
to be made on a centralized bulk basis ? 

MEMBER: There is a general under- 
standing between the Purchasing De- 
partment and the branch, as to just 
how far they can go. If they exceed 
that limit, they hear about it. 

CHAIRMAN NICHOLS: Anybody else 
on that particular subject ? 

MEMBER: Mr. Twomey indicated a 
paradox of having to have centraliza- 
tion when you decentralize by saying 
that the standardization of forms that 
go through a home office purchasing 
department would naturally take away 
from branch offices a certain amount of 
purchasing. Do you standardize forms 
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through the home office for the pur- 
chasing of those special forms and then 
apply to the branch office a portion 
of the work anyway? 

Mr. Twomey: That would be cor- 
rect. 

MEMBER: My firm has varied ac- 
counting set-ups. We have over four 
hundred stores, different sizes, and dif- 
ferent types of systems, and we have 
different factories, and so on, and we 
experiment. It is a case of trial and 
error. We take each one by itself and 
run it up the ladder from decentrali- 
zation 100 per cent. to centralization 
100 per cent. until we find the place 
where it fits best. The result is, we 
have accounts receivable in certain 
blocks or quantities. We find that in 
certain districts they will carry them. 
Smaller units will not work; larger 
units may be too large. Our accounts 
payable we divide into ten territories. 
We try to combine three or four of 
them and pay in one location and we 
found we get the results of too large 
a quantity in one location. We went 
back and found that the ten divisions 
were the best. 

Different parts of our business are 
done the same way all the way through. 
In purchasing we experimented and 
found it best to divide up into ten 
districts and we allow each district to 
subdivide, depending on requirements 
in the local territory, and so on down 
the line. It seems to be a case of trial 
and error, to find the best means, to 
take each group or piece by itself. 

CHAIRMAN NicHo ts: I think that 
would fall in the class of what was 
referred to here as intermediate cen- 
tralization into groups of work that 
were large enough to make economical 
operation. Is that the point ? 

MEMBER: Yes. 

CHAIRMAN NICHOLS: Anything fur- 
ther on that particular item? We shall 
pass on to the question of vouchering 
check payments for merchandise. That, 
apparently, is one of the operations 
which, being rather internal in its na- 
ture and not touching upon relations 
with customers, allows for a high de- 
gree of centralization. There seems 
to be a distinct trend that way in many 
companies. Besides that, it allows 
through centralization a more efficient 








check on prices paid for merchandise, 
whether they are in accord with con. 
tracts or current costs at which the 
vendor should be billing you, and it 
allows better internal check of the 
amounts spent for merchandise. 

Now let me illustrate what I mean 


by that. Let us say that a merchandis. 
ing firm is taking on a rather new line 
in a pioneering way. If each branch 
bought on its own without check, of 
three branches of equal size, one might 
be buying five times as much on an 
initial order, whereas on a new item 
they might as well buy a sample order 
and wait to see how it goes; so it gives 
a better chance for a check-up as to 
how much the branches are buying 
on any line on which there is a ques- 
tion. 

Then, of course, from an internal 
viewpoint, the quantity production fac- 
tor in the actual clerical work done on 
voucher payments by check, and the 
clerical work of writing and mailing 
the checks to a vendor, allows obvious 
economies. Do you find in your busi- 
nesses that there has been a trend to- 


ward centralization of voucher pay: f 


ments by checks, combined into one 
check to a vendor ? 

MEMBER: We do not have merchan- 
dise purchases such as other companies 
might have, where merchandise is pur- 
chased for resale, that is, all the mer- 
chandise at our branches. I should 
mention that with our company, all of 
the merchandise which is sold by our 
corporation is sold by the home factory. 
However, while I am up, I will say 
word about my system. 

We have about twenty-five main 
branches and about seventy smaller 
branches that we call sub-branches. At 
one time we had bookkeepers in nearly 
all of the main branches but gradually 
we have centralized to the point where 
we now have only about five book- 
keeping points to cover the whole 
country and Canada. That came about 
largely through the terminations of 
bookkeepers or where additional help 
was asked for at a branch and we de 
cided that we could get along without 
the additional help by centralizing the 
work at another point. 

I have hesitated in centralizing any 
further because right now the peak 
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loads are rather heavy at the first of 
the month in the branches where we 
are now centralized, and to centralize 
further would only emphasize those 
peak loads and push further in the 
month some things that we now get 
out fairly early, such as accounting re- 
ports, customers’ statements, payments 
to salesmen for commission, and so 
forth. 

CHAIRMAN NICHOLS: In stopping at 
that intermediate point on centraliza- 
tion, do you find that the time element, 
because of the distance involved in 
getting approved invoices for payment 
by cash discount dates would be an 
element also, as far as the vouchering 
goes ? 

MEMBER: Well, I do not think our 
purchasing by our branches amounts 
to enough. 

CHAIRMAN NICHOLS: Well, it prob- 
ably will not in your business, but how 
about some other business where there 
is a question of meeting discount dates 
in paying vendors? If you tried com- 
plete centralization on a national basis, 
would you not have the difficulty of 
the time lag in getting approved in- 
voices in to meet discount payment 
dates ? 

MEMBER: We have centralized ac- 
counts payable but we always seem to 
have a very irritating occurrence, where 
the people fail to send in invoices on 
which there is some question, and as 
a result we are constantly up against 
the problem of trying to figure out an 
invoice that may come in three months 
late. I wonder if that is a typical 
trouble of a centralized system of pay- 
ables ? 

CHAIRMAN NICHOLS: We found it 
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to be that way during 1933, when we 
boiled down to nine accounting and 
vouchering points, where a large num- 
ber of branches, for instance, in the 
Middle West, centered in Chicago. We 
found that we were constantly in hot 
water through invoices not coming 
in on time, that got lost in the shuffle, 
missed discount dates and lost sub- 
stantial discounts. There was an enor- 
mous amount of correspondence and 
checkbacks, and so forth, and the re- 
sult is we have gone back to twenty- 
nine accounting and vouchering points, 
rather than nine. 

The most drastic economies were 
forced in 1932 and *33. Just as Mr. 
Twomey mentioned, there is a cycle. 
You come to extreme centralization to 
get machine and quantity production 
economies, and then when times get 
better you yield to the pressure for 
other facilities, and to get rid of other 
troubles by decentralizing a little fur- 
ther again. 

This next item Mr. Twomey touched 
on briefly in indicating why, on han- 
dling payroll where local cash commis- 
sions and other forms of payment were 
necessary, he decentralized. There was 
one other gentleman tonight, who men- 
tioned that in a couple of their fac- 
tories they had facilities for purchases 
from employee stores and other things 
deductible from payroll which were so 
special and variable that it made it im- 
possible to handle that payroll at any 
central point. That might be another 
element that requires local handling, 
but pretty generally, payroll, because 
of its tie-in with Social Security tax 
requirements, has tended to be cen- 
tralized, so that it may be controlled 
and uniform at a central point. Does 
anybody find it different? Is that your 
observation, that the tendency has been 
toward centralization for those reasons ? 

Now, just to get to the decentraliza- 
tion side of the question, I will touch 
briefly on certain operations which, by 
their nature and close relation to cus- 
tomers may still require that they re- 
main in decentralized and local form, 
at least within fairly limited local 
areas. By that I mean billing, accounts 
receivable and credit and collection 
work. That, of course, is made more 


acute in businesses of certain natures 
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where the small value of the transac- 
tion and the large number of the trans- 
actions and the frequent collection 
periods from customers require locali- 
zation. 

Does anybody have any experience 
on that matter ? 

MEMBER: We have found from ex- 
perience that local sales requirements, 
marketing requirements, the control 
of marketing, has required us to ana- 
lyze the sales invoices by quantities 
and products locally, in other words, 
decentralized. Therefore, it is not 
much of a step further to analyze by 
values also. 

What I would like to ask is, What 
degree of control should be exercised, 
in your opinion, by the head office in 
the case of branches where the billing 
and the credits and collections are de- 
centralized? What control should be 
exercised by the head office as regards 
the writing off of bad debts, and things 
of that kind ? 

CHAIRMAN NICHOLs: Well, I can 
answer that perhaps only from _per- 
sonal experience in checking with 
others in the profession. In the first 
place, the elementary control is that 
the head office selects and approves the 
credit and collection manager who op- 
erates at that branch; in other words, 
to make sure you have competent per- 
sonnel. In the second place, they get 
quarterly an aged statement of out- 
standing receivables. 

MEMBER: But they are only names 
to the head office. 

CHAIRMAN NICHOLS: He will carry 
that further. The General Credit Man- 
ager is not a desk man. He is during 


(Please turn to page 132) 
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Calls Attention to Double Taxation 
of Corporate Earnings 


Mr. Fred A. Ulmer, treasurer of Mon- 
santo Chemical Company, of St. Louis, 
has made an analysis of the double taxa- 
tion of corporate earnings, and has sent 
it to stockholders of that company along 
with their current quarterly dividend 
checks. The double taxation to which 
Mr. Ulmer refers is first as income tax on 
the corporation and then as income tax 
on dividends to stockholders. This dou- 
ble taxation is one bar to the launching 
of new enterprises and to expansion of 
existing business, Mr. Ulmer points out. 

“Dividends are the only income you 
have that is subject to double Federal in- 
come taxation,” he states in the letter to 
stockholders. 

‘Income received from rents, from 
royalties, from interest on bonds, from 
salaries, from all personal or professional 
services, from partnerships and from all 
enterprises that are not incorporated has 
paid no previous income tax, but all your 
income from investment in Monsanto 
Chemical Company or any other Ameri- 
can incorporated business pays two in- 
come taxes,” the letter adds. 

“Under the tax law passed by Congress 
in 1939, corporations with incomes ex- 
ceeding $32,000 are taxed at 18 per cent. 
Thus, dividends to individuals from in- 
vestments in American incorporated busi- 
nesses will pay 18 per cent. more tax than 
income from other sources. 

“In the case of income received from 
sources outside the United States you 
may take credit against your United 
States tax for a proper proportion of the 
tax paid by you to foreign countries on 
the same income and so avoid double 
taxation, and prior to 1936, in recogni- 
tion of the injustice of double taxation, 
dividends were not subject to individual 
normal income tax,” it is stated. 

Mr. Ulmer is a member of The Con- 
trollers Institute of America, and served 
a term as a member of its Board of Di- 
rectors in its early days. 


What Bank Controllers 


Are Discussing 


In its new form “The National Audit- 
gram,” the monthly publication of the 
National Association of Bank Auditors 
and Comptrollers, published articles in 
its March issue on: 

“Federal Taxation of Banks,” by B. N. 
Jenkins, auditor, The First National Bank 
& Trust Company, Oklahoma City; ‘Ac- 
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tuarial and Statistical Basis of Deposit 
Insurance,” by Donald S. Thompson, 
chief, Division of Research and Statistics, 
Federal Deposit Insurance Corporation; 
“The Business Outlook,” by James H. 
Clarke, assistant vice-president, American 
National Bank & Trust Company, Chi- 
cago; “How Fidelity Losses Occur and 
How To Prevent Them,” by Herbert J. 
Schmidt, general attorney, National Se- 
curity Corporation; and “Federal Wage 
and Hour Law Methods of Computing 
Overtime,” by C. Edgar Johnson, assist- 
ant vice-president, First National Bank, 
Chicago. 


Work Week Taken as Unit 
in Wage-hour Calculations 


Any employer not covered by a wage 
order, who pays his employees at least 
$12.60 for a 42-hour work week, will be 
considered to be complying with the Fair 
Labor Standards Act, it is announced by 
the Wage and Hour Division, United 
States Department of Labor. For enforce- 
ment purposes the Wage and Hour Divi- 
sion is adopting a weekly, rather than an 
hourly, basis of determining whether an 
employer has complied with the law. 

The principles announced in the opin- 
ion are equally applicable to employees 
in industries for which wage orders have 
been issued as well as to employees under 
the 30 cent minimum wage rates now in 
effect for employees engaged in interstate 
commerce or in the production of goods 
for interstate commerce. The administra- 
tor has thus far issued wage orders set- 
ting minimum rates at 40 cents in the 
millinery industry, 3214 cents in the tex- 





tile and seamless hosiery industries, and 
40 cents in the full-fashioned hosiery in- 
dustry. Applying the opinion just re- 
leased to an employee in the millinery 
industry, for example, an employer who 
pays his employees at least $16.80 for a 
42-hour work week will be deemed in 
compliance with the law. The position of 
the Division is contained in a letter of 
the General Counsel George A. McNulty. 

Mr. McNulty’s letter follows, in part: 

“This will reply to your inquiry con- 
cerning the period of time over which 
wages may be averaged to determine 
compliance with the minimum wage pro- 
visions of Section 6 of the Fair Labor 
Standards Act. 

“In our opinion the longest period of 
time over which earnings may be aver- 
aged to determine whether the employer 
has paid wages at the rate of 30 cents an 
hour is a work week, and there may be 
no averaging of wages over two or more 
work weeks.” 


SEC Fixes Effective Dates 
of New Regulation S-X 


The Securities and Exchange Commis- 
sion has amended its rule adopting Regu- 
lation S-X so as to provide that annual 
reports under Section 13 or 15 (d) of the 
Securities Exchange Act of 1934 for any 
fiscal year ending on or before February 
28, 1940, need not be prepared in ac- 
cordance with the requirements of Reg- 
ulation S-X 

The text of the Commission’s action 
follows: 


The Securities and Exchange Commis- 
sion, acting pursuant to authority con- 
ferred upon it by the Securities Act of 
1933, particularly Sections 7 and 19 (a) 
thereof, and the Securities Exchange Act 
of 1934, particularly Sections 12, 13, 15 
(d), and 23 (a) thereof, and finding such 
action necessary and appropriate in the 
public interest and for the protection of 
investors, and necessary for the execution 
of the functions vested in it by the said 
acts, hereby amends the second paragraph 
of its rule adopting Regulation S-X to 
read as follows: 

“The foregoing action shall be effective 
February 21, 1940, except that financial 
statements filed as a part of any registra- 
tion statement or application for regis- 
tration filed with the Commission prior 
to June 1, 1940, and financial statements 
filed as a part of any annual report under 
Section 13 or 15 (d) of the Securities and 
Exchange Act of 1934, covering a fiscal 
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year ending on or before February 28, 
1940, may be prepared in accordance with 
the applicable requirements as in effect 
immediately prior to the adoption of Reg- 
ulation S-X.” 


How Public Accountants are 
_Handling Inventory Problem 


An example of the type of report which 
one accounting firm attached to a finan- 
cial statement of a company reads: 

“We have examined the consolidated 
balance sheet of the Blank Company and 
its subsidiary as of December 31, 1939, 
and the consolidated summary of net loss 
and surplus for the year then ended, have 
reviewed the system of internal control 
and the accounting procedures of the 
companies and, without making a de- 
tailed audit of the transactions, have ex- 
amined or tested accounting records of 
the companies and other supporting evi- 
dence, by methods and to the extent we 
deemed appropriate. 

“As part of our examination, we tested 
trade notes and accounts receivable by 
direct communication and in respect to 
inventories we reviewed the procedures 
followed by the companies in establishing 
quantities and valuation and satisfied our- 
selves, by observation at the companies’ 
plants, that adequate methods were used 
in determining quantities.” 

This wording is cited as an indication 
of what public accounting firms are doing 
in many cases with respect to the much 
discussed inventory problem. 


“Put Your House in Order” 
Says Wage-Hour Division 


“The success of a group of track work- 
ers in suing a major railroad for double 
the amount illegally withheld from them 
in wages,” says a news release from the 
wage-hour administrator, “indicates that 
employees’ suits may be a major factor 
in the enforcement of the Fair Labor 
Standards Act.” 

The administrator was referring to the 
judgment handed down by Judge Isaac 
Meekins in the United States Court for 
the Eastern District of North Carolina at 
Fayetteville, against the Atlantic Coast 
Line Railroad in favor of five track work- 
ers who had sued under Section 16(b) of 
the Act. 


“While the judgments awarded these five 
maintenance-of-way workers were about 
$100 each plus court costs and attorney’s 
said the news 


, 


fees of $100 for each case,’ 





release, ‘this verdict evidently presents a 
very serious situation to the railroad, as 
similar suits may be brought by other 
workers. 

“This suit was brought by these em- 
ployees independently of the Wage and 
Hour Division after an injunction suit 
brought by the Division in the United 
States Court at Richmond revealed that 
many of this class of employees of this 
railroad, an $80,000,000 corporation rank- 
ing thirteenth among United States rail- 
roads in average miles-of road operated, 
were being charged excessive rental for 
converted box cars, many of which were 
in fact non-existent, in an attempt to 
show a legal hourly wage rate on the 
books. 

“I am calling attention to this in the 
hope that the management of establish- 
ments covered by the Wage and Hour 
Law—that is, those engaged in interstate 
commerce or in the production of goods 
for interstate commerce—who have not 
yet put their houses in order under the 
Act, will do so before situations like 
this accumulate to serious proportions. 

“Any employer who has been violating 
the law by failing to pay the minimum 
wage of 30 cents an hour and at least one 
and one-half times the worker’s regular 
rate for work in excess of 42 hours a 
week, will find the Wage and Hour Divi- 
sion field personnel in our thirty branch 
offices ready and willing to cooperate 
with him in coming into compliance with 
the Law.” 


Risk Research Institute 
Discusses Truck Liability 


The Risk Research Institute, at a meet- 
ing held March 21 at Hotei Astor, New 
York City, devoted a luncheon period to 
discussion of proper coverage for legal 
liability and expense for defending suits 
brought against a business conccrn as a 
result of operation of automobile trucks 
owned by others than the business itself. 
The subject was discussed by Mr. Am- 
brose Ryder, assistant vice-president in 
charge of the automobile and aviation de- 
partments of the Great American Indem- 
nity Company. 


Great Interest in Utility 
Depreciation Report 


“Depreciation Principles and Methods” 
has recently gone into its third printing, 
and the supply on hand is being rapidly 
depleted because of the great interest in 





this intensely live subject on the part of 
public utilities, public administration, 
economic, engineering, finance, transpor- 
tation, business administration and ac- 
counting interests. This study was pre- 
pared by a special committee on deprecia- 
tion of the National Association of Rail- 
road and Utilities Commissioners, and 
emphasizes the need for consistent treat- 
ment of depreciation both for annual ex- 
pense and accrued depreciation purposes. 
The book contains 85 pages, 15 tables 
and 12 charts, and is priced at $1.50 
(subject to change after April 15). 


Gas Association Issues Memorandum 
on Experience Ratings 


“The American Gas Association has is- 
sued a memorandum concerning experi- 
ence ratings. In a letter to gas company 
members it says: 

“The Executive Board at its meeting 
January 24 heard with interest an ex- 
planation by Mr. Bruno Rahn, president 
of the Milwaukee Gas Light Company 
and president of the Wisconsin Utilities 
Association, of the situation of utilities 
in regard to experience ratings under the 
social security laws. The Board instructed 
us to send copies of Mr. Rahn’s memo- 
randum to member gas companies for 
their information and for such action as 
they may desire to take.” 

To the Executive Board the Associa- 
tion wrote: 

“The Social Security Act, passed in 
1935, added two distinct costs to the op- 
eration of our business. The first is the 
1 per cent. payroll tax for Old Age and 
Survivor Insurance; the other is the tax, 
originally 1 per cent. but now 3 per cent., 
which has resulted in all states passing 
unemployment compensation laws. Note 
that the direct cost of the unemployment 
compensation program is currently three 
times as much as the other tax. 

“Based on an assumed total annual 
payroll of approximately $220,000,000, 
the gas industries of the United States are 
paying approximately $6,600,000 annually 
in contributions under the various state 
unemployment compensation laws and 
taxes under the federal unemployment 
tax act. 

“The memoranda attached attempt to 
set forth the general principles involved 
without attempting to take into consid- 
eration and discuss the technical details 
in which different state laws may vary.” 

The memorandum is comprehensive 
and informative. 
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Centralization vs. Decentralization 

(Continued from page 129) 
the year circulating to every branch 
and reviewing on the spot with that 
manager the credit files to see if they 
are up to date and in good condition, 
and whether he has exercised good 
judgment in accounts that are in trou- 
ble. He is constantly educating that 
manager and supervising him so that 
those local accounts are more than 
names to him, particularly the larger 
accounts. 

Now as to write-off. 

MEMBER: Yes, the control of bad 
debts. 

CHAIRMAN NICHOLS: 
goes one step prior to the write-off, 
that is, the accounts go into “doubtful” 
before they are written off. There 
have been unfortunate experiences 
where clever but crooked credit man- 
agers have pushed accounts first into 
the ‘doubtful’ class where it would 
appear likely they would be ultimately 
written off, and then have collected 
them on the side or through an ac- 
complice outside almost in full and 
retained the proceeds, writing them off 
because they passed through the 
“doubtful” stage. 

MEMBER: Well, that answers my 
question as to what degree of control 
should be exercised by the head office 
on the write-off of accounts with the 
billing, collections and credits all de- 
centralized and put under the responsi- 
bility of branch offices. 

CHAIRMAN NICHOLS: Well, write- 
offs are at a certain amount controlled 
by the head office. They are reviewed 
at the end of the year before closing 
the books. The prospective write-offs, 
if over a certain amount or above one 
hundred dollars, have to come into 
the head office for approval. 

MEMBER: If the head office is satis- 
fied with placing the responsibility for 
granting credits originally with the 
branch office, why should they not be 
equally satisfied with placing on the 
branch office a responsibility for write- 
offs ? 

CHAIRMAN NICHOLS: Well, perhaps 
it is an automatic notification that the 
write-off is occurring and they would 
want to review how it happened. 


(Laughter. ) 
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If accumulative evidence is too bad 
against the man they may want to 
make a change or find whether it was 
due to bad business conditions or 
errors in judgment. 

MEMBER: Suppose I phrase my 
question another way. Do you con- 
sider the head office should retain any 
control over the writing off of ac- 
counts receivable when the credits, col- 
lections and billings have been dele- 
gated to a branch office ? 

CHAIRMAN NICHOLS: Not necessar- 
ily controlled but reserve the right of 
review. 

MEMBER: Well, they are only 
names, aren’t they? 

CHAIRMAN NICHOLS: They are in- 
vestigated. 

MEMBER: That is a duplication of 
work, is it not? 

CHAIRMAN NICHOLS: That is an 
essential part of the General Credit 
Manager's duty, I think. 

MEMBER: This decentralization of 
accounting records recreates a central- 
ization of control, which is even greater 
than would take place if accounting 
records were centralized. The pro- 
cedures which have to be put in to 
cover the mechanisms really are more 
complicated and sometimes harder to 
carry out than just centralization of 
accounting records, and I was going 
to say before this kind of question 
came up, it is a harder job to do a 
good decentralization than it is to do 
a good centralization work. 

CHAIRMAN NICHOLS: Again that 
depends on the nature of the business. 
How could you possibly centralize if 
two-thirds of your customers had no 
rating in the credit agencies, and where 
it must be individual judgment or 
moral risk, again depending on the 
nature of the business ? 

Other questions on this particular 
subject? Does anybody have any other 
questions to raise on any other oper- 
ation where the question of decentral- 
ization versus centralization may have 
arisen ? 

MEMBER: When I said before that 
we still have some bookkeeping units 
in the field, I should have qualified 
that by saying that we have taken two 
functions that I can think of at the 
moment into the central office. One 





is the collection of accounts after the 
routine collections have been written 
into the local bookkeeping offices. That 
is, if the routine collections do not 
achieve the results or rather, collect 
the money, then the files are turned in 
to the head collection department; 
then, if the account goes bad, it is 
written off at that point. 

Another function that is done en- 
tirely at the home office is the mailing 
of checks of the payroll for the entire 
organization. We took that over when 
Social Security came into existence. 

CHAIRMAN NICHOLS: That is, your 
payroll tax ? 

MEMBER: Yes. 

MeMBER: We have four billing 
points. They all make their own ship- 
ments and do the billing, but they send 
copies of the invoices to the central 
office where the bookkeeping is done. 
All the collections are made from the 
central office. The branch offices have 
people who are authorized to give 
credit up to a certain amount. At the 
end of each month the accounts re- 
ceivable are drawn from the ledger if 
they have any overdue amount, and 
then they are restricted, or not per- 
mitted to extend credit to those who 
are on the overdue list without first 
getting a release from the head office. 

In order to keep them posted as to 
the amount of purchases that may have 
been made, the head office prepares a 
list once a month of the net purchases 
by customers, that goes to the Sales 
Department for statistical records, and 
then to the branch, or a copy of it to 
the branch, which is their medium for 
posting a record of the purchases by 
those customers. So they get that by a 
single posting once a month to the ac- 
tive account. 

CHAIRMAN NicuHots: Anything fur- 
ther on that? There is just one other 
item that I want to mention, and that 
is the question of tax reports. Of 
course, on federal tax reports the an- 
swer is obvious, but with regard to 
state and local tax reports, whether 
they be sales, franchise, or personal 
property taxes, do most of the com- 
panies here have a central tax depatt- 
ment, which is supposed to supervise 
and scrutinize and check those reports 
before they are filed—state and local? 
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MEMBER: We have all our returns 
prepaid-—state, county, local, whatever 
they may be—and then send them in 
to tax headquarters for approval, where 
they are approved and handled locally, 
but they are subjected to home office 
control. It seems to me, after listen- 
ing to all this discussion on central- 
ization versus decentralization, it is, 
as one of our members said, true that 
the more you have decentralization, 
the more centralization you have, be- 
cause a decentralized unit is thinking 
only in terms of its area. 

It is all the more important that the 
head office and the central office co- 
ordinate all of those, so I think that 
is not a paradox to intensify both ef- 
forts at the same time. The home of- 
fice, when it goes over these decentral- 
ized reports, is certainly going to catch 
up on anything that is out of line. 

On top of that, it has the comparison 
it could make with other similar 
branches and could immediately call 
attention to anything that needs cor- 
rection. — 

CHAIRMAN NICHOLS: That is a 
point you want to make—that oper- 
ations which, by their nature must re- 
main decentralized, still benefit by 
home office centralized supervision ? 

Mr. Twomey, do you have any ob- 
servations you would like to make on 
the discussion that has arisen here 
since you gave your presentation ? 

Mr. Twomey: I should like to 
clarify my answer to one member, and 
at the same time confirm another mem- 
ber’s statement. One asked the ques- 
tion, was our Purchasing Department 
decentralized, or does it purchase for 
branches? My answer to that was 
that they did not, except in the case 
of contracts. Now to answer that 
question fully I should explain that 
our company is purely a holding com- 
pany, and deals only with the sub- 
sidiaries. Now the subsidiaries in 
themselves, many of them, are na- 
tional, and in two cases, international 
corporations. 

In the case of one company, which 
is a subsidiary, we do nothing but con- 
tract for them nationally. Its Pur- 
chasing Department, however, may be 
centralized, and is, in the case of fixed 
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asset purchases, and decentralized in 
the purchasing of raw material. An- 
other company, which is national and 
operates in about eighteen states with 
about eighty branches, is completely 
decentralized, except for the purchase 
of fixed assets. Another company, op- 
erating in thirteen southern states, be- 
cause of the widespread element of 
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time and distance, is centralized in 
five accounting points, and everything 
clears through those five points, for 
some sixty-five branches. 

In my paper I stated that I was not 
pleading solely for the cause of de- 
centralization, that I think decentral- 
ization has a place, and a very definite 


(Please turn to page 152) 
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For further information send a letter 


or post card to: 


| OFFICE MACHINES RESEARCH, INC. 


Rockefeller Center 


Circle 7-5869 


RESEARCH 


New York, N. Y. 












The problems of the controller and 
the public accountant in their relation- 
ship with and responsibilities to the 
security-holder and the public have 
multiplied with amazing rapidity dur- 
ing the last few years. Definitions, 
suggestions and regulations have flowed 
from the pens of governing agencies 
in a never-ending inky stream, to the 
confusion and undoing of both pub- 
lic accounting and controllership. New 
duties, new authorities, new responsi- 
bilities have been laid upon the ac- 
counting profession, and reams of 
manuscript and hours of oratory have 
been expended by well-meaning ac- 
counting virtuosos in an effort to con- 
vince themselves and the public that 
these new-fangled ideas have no par- 
ticular significance. 

One thing is clear, however, that 
out of this welter of regulation, in- 
formation, affirmation and denial, has 
come a new concept of the relative 
duties and responsibilities of the con- 
troller and the public accountant. With 
the joint responsibility for certification 
of financial statements released to se- 
curity-holders and the public, there 
lies a parallel responsibility for the 
audit that makes such certification a 
possibility. 

With this expansion of responsi- 
bility an adequate internal auditing 
staff is as vitally necessary to the con- 
troller of the larger corporation as is 
his accounting department. It is his 
eyes, his ears, the insurance -protecting 
his professional standing. Through it 
he keeps his fingers on the pulse of 
his organization, and is able to formu- 
late more intelligently the policies for 
direction of the many matters with 
which he is concerned. 


New STANDARDS OF INTERNAL 
AUDITING 


The revised concept of accounting 
responsibility sets new standards and 
limits upon internal auditing proced- 
ure. Let us consider some of them. 





Some Aspects of Internal Auditing 


By J. Ellsworth Brokaw 


The Staff 


The adequate internal auditing di- 
vision must be staffed and directed by 
men of thorough technical training 
and broad practical experience in both 
public and private accounting. Pref- 
erably these men should come from 
the staff of the public accounting firm 
normally handling the annual audit, or 
else should be men whom they are 
willing to approve. 

Personality should be a vital factor 
in the selection, as internal auditing 
requires much closer personal relation- 
ships than those involved in the oc- 
casional visits of the public auditor. 
The staff member should make friends 
readily, should be fair, impartial, of 
good judgment and tactful in his con- 
tacts with employees in the field ac- 
counting offices. 





: ijn is a forward looking, con- | 
structive approach to the prob- 

lem of internal auditing, and of 
-00 peration between controllers and | 
public accountants, for which both 

groups are indebted to MR. BRo- 
KAW, a member of THE CONTROL- 
LERS INSTITUTE OF AMERICA, and 
of the San Francisco Control. MR. 
BROKAW és with the Crown-Zeller- 





bach Corporation of that city. | 

One point urged by MR. Bro- | 
KAW will undoubtedly be the sub- 
ject of wide discussion, namely, 
that men for the internal auditing 
staff of a business concern should 
be recruited from the staff of the 
public accounting firm. This is 
such a revolutionary procedure, 
and involves so much in the way of 
change that it can not be discussed 
in this limited space. Some ref- 
erences to it may be found in the 
editorial comment section of this 
issue. 


—THE EDITOR. 
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Ethical Standards 


The tendency today is toward the 
development and maintenance of the 
same high standards of professional 
ethics within the internal auditing di- 
vision as have been long established 
in the public accounting field. 

There are no executives of large 
corporations today who would have the 
temerity to ask the controller or any 
member of his staff to violate profes- 
sional ethical standards or even ordi- 
mary ‘‘good accounting practice.” It 
just is not being done, and the sooner 
this fact is recognized by the public 
accounting profession, government 
agencies and other interested parties, 
the better it will be for all concerned. 


Work of the Internal Auditor 


I. VERIFICATION OF ACCOUNTING 
TRANSACTIONS 


Internal auditing in the commonly 
accepted sense consists principally of 
the detailed verification of accounting 
transactions and investigation of the 
established method of internal check 
to determine its adequacy. In these 
particular functions the internal audit 
department serves not only the con- 
troller of the corporation but the pub- 
lic accountants retained to make the 
annual examination and certification of 
accounts. The need for adequate in- 
ternal audit becomes more vital with 
each new year. 

A study of testimony taken in the 
recent McKesson-Robbins case reveals 
quite clearly the handicaps under which 
public accountants work in their veri- 
fication of receivables and inventories, 
due to their lack of intimate knowl- 
edge of the mechanics of operating a 
business, their technical approach to 
practical problems, and the time limi- 
tation set by a possible maximum fee. 
With the increasing liability of the 
controller for the accuracy of his ac- 
counts, as reflected by rulings of the 
Securities and Exchange Commission, 
the Stock Exchanges, and other agen- 
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cies, it becomes necessary, for his own 
protection, that the controller have a 
more complete current knowledge of 
the accuracy of the accounts reflecting 
the company assets and operations. 
Both the controller and the public ac- 
countant, therefore, are vitally inter- 
ested in knowing the facts in connec- 
tion with all of the company oper- 
ations, and, more particularly, with 
quantity and valuation of inventories. 


BETTER EQUIPPED THAN PUBLIC 
ACCOUNTANT 


In the verification of inventories and 
receivables the internal auditor is in a 
position to be of inestimable value. 
He knows the merchandise, he knows 
the sales and credit policy, he is fa- 
miliar with the customers, and he 
“knows the ropes” in his own com- 
pany. He is therefore much better 
equipped than the public accountant 
to determine the actual facts, and 
should be equally impartial. His knowl- 
edge of and long contact with the in- 
ventory problems of his own organi- 
zation enable him to pass on produc- 
tion and purchasing policies as well as 
the pricing and physical quantity of 
merchandise or supplies on hand. His 
program in this field should be ex- 
tended for the complete protection of 
all concerned. There can not be too 
much stress laid on the importance of 
inventory and receivable verifications. 
In the past a great deal of time has 
been given to the reconciliation of 
petty cash funds and the accounting 
for every nickel received or disbursed, 
while hundreds of thousands of dol- 
lars in inventories and receivables have 
been passed over with but a cursory 
examination into their condition or 
value. 


II. SySsTEMS AND MECHANICAL 
EQUIPMENT 


Because of their close association 
with the special requirements of vari- 
ous divisions within a corporate struc- 
ture, the internal audit department is 
particularly well fitted for study of the 
system needs of the various divisions, 
and mechanization of accounting pro- 
cedures in the interest of efficiency and 
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economy. No matter how uniform 
the manufacturing or jobbing opera- 
tions of the company may be, no two 
divisions have exactly the same prob- 
lems to meet and each requires sepa- 
rate and individual study in order to 
develop accounting procedures and 
methods best suited to fill the require- 
ments of the particular division while 
properly coordinating with the general 
system of the organization. 

It is vitally necessary that men in 
this work be familiar with all available 
mechanical equipment and have a full 
knowledge of the range and maximum 
performance which can be expected 
from each type. 


III. COORDINATION OF CONTROLLER'S 
STAFF 


One of the most important functions 
of an internal auditor is that of liasion 
officer between the controller as an in- 
dividual and the individual members 
of the accounting staff in each field of- 
fice. A great many of the men in these 
outside offices have never visited their 
company’s headquarters, are not ac- 
quainted with the various individuals 
with whom they are in correspondence, 
and frequently feel isolated to the ex- 
tent that a great gap may arise between 
the controller and accountants and 
clerks in the field offices. The internal 
auditor as representative of the con- 
troller is able, in effect, to. bring the 
headquarters office into the field, and 
as a representative of the field is able 
to bring to the controller the viewpoint 
and problems of the field staff. If 
there were to be no other value in an 
internal audit division, this one feature 
of being the connecting link in the 
organization would in itself justify the 
cost and effort necessary to maintain 
the department. 

The internal auditor, if he is of the 
proper calibre, is able to see for the 
controller the needs of the various di- 
visions, to study the individuals within 
these divisions, and to make impartial 
reports on their capabilities and suit- 
ability for advancement when oppor- 
tunity may arise. Many times the 
auditor is able, if he is of the proper 
personality and temperament, to find 
the source of local frictions and dif- 
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ficulties and report them to the con- 
troller in such manner as will give him 
Opportunity to work out the situation. 
Many bits of information picked up 
in this way would never otherwise 
come to the controller’s attention. 


IV. COOPERATION WITH PuBLIc 
ACCOUNTANTS 


Heretofore public accounting firms 
have been very wary about accepting 
audit work done by an internal audit 
staff. The feeling has always been 
that this staff was in the employ of the 
corporation, on the corporation pay- 
roll, and consequently too fully sub- 
ject to corporate management and 
policy. But, the public accounting 
firm draws its fee from the same bank 
account as the controller draws his 
salary. Both are thus in the same 
relative position to the company board 
of directors, and both, under the law, 
share the same responsibility to the 
public. 

Organization of the modern cor- 
poration has become so complex, and 
the ramifications of its activities have 
extended in detailed form into so many 
fields, that the public accountant can 
not be expected to assume the liabili- 
ties that are imposed upon him by 
government regulation and custom 
without having a much more detailed 
knowledge of what has taken place 
within an organization than he can 
possibly get by any year-end audit. To 
maintain a continuous or detailed audit 
within these organizations would be 
out of the question because of the cost, 
and the public accountant is going to 
find himself forced to accept a great 
deal more of the work done by in- 
ternal auditing organizations than he 
has been willing to accept heretofore. 


Must BE SHARING OF RESPONSIBILITY 


With the sharing of responsibility 
to the board of directors and the pub- 
lic, there must be a sharing of te- 
sponsibility for the audit verification 
necessary before certified financial state- 
ments can be released. This means 
that of necessity there must be a much 
closer cooperation between the cor- 


(Please turn to page 144) 
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APPRECIATES SPECIAL SERVICE 
FROM INSTITUTE 


To the Editor: 

This acknowledges receipt of my copy of 
“War Problems of Business as the Control- 
ler Sees Them.” 

I had planned on attending the special 
conference but was unable to do so. Conse- 
quently, due to the investments and afhlia- 
tions of our company in companies in Can- 
ada and abroad, the facts and comments 
resulting from the conference as set out in 
the pamphlet are not only interesting but 
informative at this time. 

This special service we controllers get 
from our Institute seems to me to be one of 
the great values of membership. 

FRANK J. HICKLING, Comptroller, 
Minnesota and Ontario Power 
Company, Minneapolis 


FOUND BOOKLET OF 
PRACTICAL ASSISTANCE 
To the Editor: 

I have read the booklet “War Problems 
as the Controller Sees Them’’ with a great 
deal of interest. 

I found the booklet of immediate prac- 
tical assistance in the accounting work of 
the corporation with which I am connected. 

I feel that this booklet must have been 
of great value to the members of the Con- 
trollers Institute. 

WEIR MITCHELL, 
R. M. Hollingshead Corporation, 
Camden, New Jersey 


“FINE JOB OF REPORTING” 
SAYS THIS CONTROLLER 
To the Editor: 

The booklet “War Problems of Business 
as the Controller Sees Them” is a very 
fine job of reporting. 

F. C. Estos, 
International Business Machines 
Corporation, New York City 


GIVES HELPFUL INFORMATION 
IN CONCISE FORM 
To the Editor: 

I have read with interest the booklet 
published by The Controllers Institute of 
America under the title, “War Problems of 
Business as the Controller Sees Them.” 

The foreign business of our company, 
compared with that apparently being trans- 
acted by the great majority of the companies 
to which reference is made in this booklet, 
is very moderate. We have no foreign sub- 


sidiaries and maintain a sales office in only 
one foreign country. 


With this exception, 





all our overseas trade is carried on through 
sales representatives directed from our office 
here at Cambridge. 

Our foreign business problems however 
parallel to a considerable extent the prob- 
lems that confront companies with more 
extensive foreign business, and therefore 
much of the material contained in this 
booklet is helpful to us. I was very much 
interested in the discussion of the Neu- 
trality Act, which should be valuable as a 
guide in our efforts to comply with the 
provisions of the Act. Also several of the 
papers appearing in the last part of the 
booklet dealing with durable goods, foreign 
tax credits, and the like, contain informa- 
tion of especial interest to us. 

The booklet gives in concise form help- 
ful information which it would have been 
extremely difficult and costly to acquire in 
any other manner, and it is in my opinion 
another worthwhile contribution to business 
by our Institute. 

W. L. Larkin, 
Treasurer, Boston Woven Hose 
& Rubber Company 


“WAR PROBLEMS” BOOKLET 
A VALUABLE DOCUMENT 
To the Editor: 

The booklet “War Problems of Business 
as the Controller Sees Them” is a valuable 
document, and The Institute deserves a 
great deal of credit for bringing out the 
many points that must be considered when- 
ever the figures of foreign subsidiaries are 
to be consolidated with those of companies 
in the U. S: A. 

I can appreciate the difficulties that must 
have been encountered in preparing this 
data for publication, and compliment who- 
ever did the editing for an excellent job in 
giving to those of us who could not attend 
the conference an opportunity to read what 
the other fellow feels is the proper way to 
handle transactions. 

Mr. Elstob’s paper is a clear statement of 
facts, and I subscribe to his views one hun- 
dred per cent.; they are in line with the 
arguments that I presented to the Listing 
Committee of the New York Stock Ex- 
change opposing their prescribed methods 
for consolidating figures of British sub- 
sidiaries at the time Great Britain went off 
the gold standard. 

D. H. BENDER, 
Associated Bankers Title and 
Guaranty Company, East Orange, 
New Jersey. 


Report on Registrations 
Filed with SEC in 1939 


A total of 442 security issues having a 
value of $1,761,416,000 were effectively 
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registered during 1939 under the Securi- 
ties Act of 1933, according to an analysis 
prepared by the Research and Statistics 
Section of the Trading and Exchange Di- 
vision. The 442 issues were covered in 
294 registration statements filed with the 
Securities and Exchange Commission. In 
December of 1939 effective registrations 
totalled $158,470,000. 

The 1939 total was somewhat smaller 
than the $2,422,590,000 gross amount of 
securities registered in the previous year. 
The 1938 total represented 437 issues 
which were covered by 282 registration 
statements. Of the gross amount of reg- 
istered securities, the amount proposed 
for sale by issuers aggregated $1,499,- 
974,000 in 1939, as compared with $1,- 
949,506,000 in 1938. All these data are 
exclusive of reorganization and exchange 
securities, which were registered in the 
amount of $53,627,000 in 1939 and $118,- 
153,000 in 1938. 


Four Papers Presented on 
Inventory Problems 


The following papers presented at the 
January 8, 1940, meeting of the New 
York State Society of Certified Public Ac- 
countants were published in the Febru- 
ary issue of “The New York Certified 
Public Accountant”: “Overhead Costs in 
Inventories,” by Dr. Raymond P. Mar- 
ple; “The ‘Last-in, First-out’ Inventory 
Method,” by Arno R. Kassander, C. P. A.; 
“Auditing Inventory Pricing,” by Marshall 
Granger, C.P.A.; “Inventory Valuation 
from an Appraisal Viewpoint,” by Clar- 
ence Crocheron. 


Wants Directors to Own at Least 
One Hundred Shares Each 


A stockholder of American Smelting 
and Refining Company, who owns 100 
shares of common stock, has entered on a 
campaign to prevent any one who is not 
the beneficial owner of at least 100 shares 
from serving as a director of the com- 
pany. A proposal to amend the by-laws 
is to be offered from the floor at the an- 
nual meeting on April 23, he announces. 
This stockholder also would limit the 
number of directors to fifteen instead of 
the present limit of twenty-one. He wants, 
also, to give stockholders the power to 
elect public auditors. The management 
will not endorse the proposals made by 
the stockholder. Five of the present di- 
rectors own less than 100 shares. Fifteen 
of the present directors have served fif- 
teen years or more; six have served six 
years or more. 
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Uncle fra 
is a screwball 


i ag 


Remember Uncle Ira? 


Everybody used to say he was a genius. He 
had a head for figures—‘‘The Lightning Calcu- 
lator,’ he used to be called. 


When we were kids, we’d say, “Uncle Ira, 
how much is seven hundred and thirty-one times 
twenty-six?”’ 


‘Nineteen thousand and six point zero!”’ 
Uncle Ira would say, right off. 


And then we would figure it out on paper, 
and sure enough, the answer was 19,006. 


Today, everybody says Uncle Ira is just a 
harmless old screwball. He’s bitter and can- 
tankerous, and he doesn’t mind telling you why. 


*“‘Look at me!’ says Uncle Ira sadly. ‘‘A 
genius! A man the Almighty blessed with 
a great gift! But what good is it, in this all- 
fired crazy world? 


‘““Why, any young snip of a girl can set down 
to one of them new-fangled* Comptometers, 
and calculate faster than I can! With a machine, 
mind you! Add, subtract, multiply and divide 
by finaglin’ with buttons! It ain’t human! 


**Why, those consarned contraptions even got 
a jigger** that eliminates errors! I tell you, the 
folks*** that make them Comptometers had 


ought to pay me damages!” 





* Anything younger than himself is new-fangled to Uncle Ira. 
Comptometers have been serving Business and Industry for 54 years. 
*x The Controlled-Key, which positively checks ail imperfect key- 
strokes, and helps to make possible the Comptometer’s remarkable 
first-time accuracy. 


xx Felt & Tarrant Mfg. Co., Chicago, TU. 
















































Two accounting opinions were made 
public by the Securities and Exchange 
Commission on March 16 and one on 
March 18. 

No. 15 deals with the description of 
surplus accruing subsequent to the ef- 
fective date of a quasi-veorganization. 

No. 16 deals with the disclosure 
which should be made in the financial 
statements when a company charges a 
deficit to capital surplus pursuant to a 
resolution of the board of directors, 
but without approval by the stockhold- 
ers, such action being permissible 
under the applicable state law. 

No. 17 deals with the use of the 
natural business year as a basis for cor- 
porate reporting. 

The opinions were all written by Mr. 
William W. Werntz, chief accountant 
of the Commission. 


No. 15 


Question has frequently been raised as 
to the proper description of the earned 
surplus account subsequent to the effec- 
tive date of a quasi-reorganization. By the 
term “quasi-reorganization” I refer to the 
corporate procedure in the course of 
which a deficit is charged to capital sur- 
plus previously existing or arising in the 
course of the quasi-reorganization. 

It is my opinion that sound account- 
ing practice ordinarily requires that a 
clear report be made to stockholders of 
the proposed restatements and that their 
formal consent thereto be obtained. In 
such a situation it is also essential, in my 
opinion, that full disclosure of the pro- 
cedure be made in the financial statements 
for the fiscal year involved and that any 
subsequent statements of surplus should 
designate the point of time from which 
the new earned surplus dates. 

Furthermore, in view of the importance 
of such proceedings, I am of the opinion 
that until such time as the results of 
operations of the company on the new 
basis are available for an appropriate pe- 
riod of years (at least three) any state- 
ment or showing of earned surplus should, 
in order to provide additional disclosure 
of the occurrence and the significance of 
the quasi-reorganization, indicate the to- 
tal amount of the deficit and any charges 
that were made to capital surplus in the 
course of the quasi-reorganization which 


Three New Accounting Opinions 
Issued by Securities Commission 


would otherwise have been required to be 
made against income or earned surplus. 

Reference is made also to the pro- 
visions of Accounting Release Number 
16 which indicates the further disclosures 
that in my opinion are necessary when 
the transfer of a deficit to capital surplus 
has been effected by resolution of the 
board of directors but without approval 
by the stockholders, such action being 
permissible under the applicable state 


law. 
No. 16 


Inquiry has frequently been made as 
to the disclosure necessary in financial 
statements filed with the Commission 
under the Securities Act of 1933 or the 
Securities Exchange Act of 1934 when a 
company has charged a deficit to capital 
surplus without approval by the stock- 
holders. In a typical case it was indicated 
that a company on January 1, 1939, had 
a deficit of $800,000 and capital surplus 
of $1,500,000 arising out of the excess 
of the amount paid in for its stock over 
the par value thereof and that earned sur- 
plus since January 1, 1939, amounted to 
$100,000. By resolution of the board of 
directors, dated January 16, 1939, but 
without approval by the stockholders, the 
deficit had been charged off to capital 
surplus. I am informed that under the 
applicable state law it was permissible 
to effect this restatement without ap- 
proval by the stockholders. 

From the facts of this case it appeared 
that the company sought to effect a quasi- 
reorganization such as is referred to in 
Accounting Release Number 15. How- 
ever, as there stated, it is my opinion 
that in such cases sound accounting prac- 
tice ordinarily requires that a clear re- 
port be made to stockholders of the pro- 
posed restatement and that their formal 
consent thereto be obtained. If, however, 
under the applicable state law it is per- 
missible to eliminate a deficit without 
obtaining the formal consent of stock- 
holders and if such consent of stockhold- 
ers is not obtained, it is necessary in my 
opinion to make a complete disclosure 
of all the attendant facts and circum- 
stances and their effect on the company’s 
financial position in each balance sheet 
and surplus statement filed with the Com- 
mission thereafter. 

Under the circumstances of the case 
cited, it is my opinion that, to effect the 
minimum appropriate disclosure in the 
surplus accounts, information should be 
given in respect of subsequent earned sur- 
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plus in approximately the following 

fashion: 
Total deficit to De- 
cember 31, 1939... $7000,00 

Less deficit at January 
1, 1939, charged to 
capital surplus by 
resolution of the 
board of directors 
and without  ap- 
proval of stockhold- 
ers, such action 
being _ permissible 
under the applicable 
State NAW <:.cc5;. 003 

Earned Surplus since 
January 1, 1939.... 


As an additional disclosure in situa- 
tions to which the provisions of this 
release are applicable it has been the ad- 
ministrative policy of the Commission to 
require that ir the registration statement 
or other filing containing financial state- 
ments first reflecting such action by the 
directors there be included an explana- 
tion of the action taken and an indication 
of its possible effect on the character of 
future dividends. As an example of an 
appropriate disclosure, there may be cited 
the following paragraph: 


800,000 


$100,000 


“It should be noted that on........ by 
action of the Board of Directors, with- 
out action by the stockholders, the com- 
pany charged off a $........ deficit in 
earned surplus against its capital surplus. 
This procedure will permit the company 
in the future to reflect undistributed earn- 
ings subsequent to ........ as earned 
surplus, instead of as a reduction of the 
deficit charged off to capital surplus. One 
result of this procedure is to permit the 
distribution, as ordinary dividends, of 
earned surplus accruing subsequent to 
Rear Orr , without regard to the deficit 
charged off to capital surplus. Further- 
more, if earnings subsequent to ........ 
are less than the deficit written off, dis- 
tributions thereof may in effect represent 
distributions of capital or capital sur- 
plus.” 

In view of the fact that no statement of 
policy in such cases has previously been 
announced, the policy has been adopted 
of not insisting upon the additional dis- 
closures outlined in the preceding para- 
graphs if the restatement involved oc- 
curred prior to December 31, 1938, or the 
beginning of the period for which finan- 
cial statements are required in the par- 
ticular filing, whichever is earlier. 


(Please turn to page 140) 
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WHY Dou (eck 7 


Now for the first time you can get an accurate, 
printed record of every figuring problem, with 
ONLY ONE RUN of the figures! 













It’s direct...it’s automatic...and every factor of every problem is 
printed on the tape. Here’s a problem in percentages— the kind 
that most businesses encounter every day. The salesman’s salary 
and expenses for the week were $124.87. His sales totalled 
$1,974.53. The tape shows the sales expense to be 6.32%. 


MULTIPLICATION ...1940- STYLE 




















214 
2 21 
4 
513 6# a a oe rere : oe 
Ov t's electric... it’s fast...and again, all factors are printed on 
5 5 0 “ the tape. Here is what the tape looks like when you're ex- 
% 5 5 ie) tending orders or pricing requisitions or computing payrolls, 
inventories, etc. 24 items at $2.14, 36 items at $5.50 and 14 
6 80 items at $10.50 total $396.36. ‘ 
0 @ Mechanical division and multiplication, with the whole answer in 


printed form, is one of the modern miracles you have come to expect 
in this inventive age. These two problems show more than that. They 
have opened the eyes of executives in every line of business to one 
important fact... here is a way to insure positive accuracy to business 
arithmetic, without the slightest loss in figuring speed. You can put 
this modern miracle to work for you. Think how many times you can 
profitably use a printed record of important calculations... then in- 
vestigate this business machine that means business! 

















The only machine in the world that can produce 
these tapes ... the only one that gives you a 
permanent record of every figuring problem 
you have. If you value accuracy that’s proven 
the first time and printed . . . if you dislike the 
delay and uncertainty of running the figures a 
second time and copying the result from dials 
... then byall means see the Printing Calculator. 
It’s a sensational machine and it does sensation- 
al things. You owe it to yourself to get a free 
and complete demonstration. Phone our near- 
est branch office today! 


Remington Rand Inc. 
BUFFALO :: NEW YORK 

IN CANADA: 199 BAY STREET, TORONTO 

WORLD'S LARGEST MAKERS OF ADDING AND BOOKKEEPING MACHINES, SYSTEMS AND EQUIPMENT 




















New Accounting Opinions 
(Continued from page 138) 


No. 17 


This question was raised by a reg- 
istrent which was considering the de- 
sirability of changing from the calen- 
dar-year basis to the fiscal-year basis 
for its financial reports and sought to 
ascertain the attiture of the Commis- 
sion towards this question. The opin- 
ion: 

You have inquired as to the possibility, 
under the rules administered by the Com- 
mission, of changing from the calendar- 
year basis currently employed to a fiscal- 
year basis for your financial statements. 
You have also inquired as to the method 
of reflecting the changed fiscal year in 
the financial reports to be filed with this 
Commission. In this connection I may 
point out that the rules of the Commis- 
sion do not prescribe the use of any par- 
ticular fiscal year for the financial state- 
ments required. However, the advantages 
to be obtained from the adoption of a 
fiscal-year-end date which coincides with 
the lowest point in the annual cycle of 
operations are clear and to my mind 
have never been shown to be outweighed 
by related disadvantages. Among the 
more important advantages there may be 
mentioned the probability of obtaining 
more complete and reliable financial 
statements since at the close of the nat- 
ural business year incomplete transac- 
tions, and such items as inventories 
would ordinarily be at a minimum. Men- 
tion may also be made of the fact that 
the general adoption of the natural busi- 
ness year would facilitate the work of 
public accountants by permitting them 
to spread much of their work throughout 
the calendar year, and thus aid them in 
rendering the most effective service to 
their clients. 

In this connection, I call your attention 
to Rule X-13A-4 of the General Rules 
and Regulations under the Securities Ex- 
change Act of 1934 which includes, 
among other things, the following spe- 
cific provisions as to the character of re- 
ports to be filed with the Commission 
after a change in the fiscal year. In the 
case of an interim period of less than 
three months no separate report is re- 
quired. However, in such case, the next 
annual report is to cover the period up 
to the close of the following full fiscal 
year and is to show separate schedules 
and profit and loss statements for the in- 
terim period, as well as for such fiscal 
year. If the interim period is more than 
three months, a separate report com- 
parable to the annual report is required 
to be filed. If the interim period is less 
than six months, the financial statements 
in such report need not be certified. How- 
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ever, if the statements are not certified, 
the next annual report shall include sep- 
arate certified financial statements cover- 
ing the interim period. You will also note 
that if the fiscal date is changed it is 
necessary, under the rule, to notify the 
Commission within ten days thereafter. 


Report on Reorganizations Issued 
by Securities Commission 


The Securities and Exchange Commis- 
sion made public on February 29 an anal- 
ysis prepared by its Reorganization Di- 
vision, presenting statistical data on cor- 
porate reorganizations instituted under 
Chapter X of the Bankruptcy Act, as 
amended (The Chandler Act), during the 
year 1939. In releasing this analysis the 
Commission said: 

“The analysis released today provides 
information broadly comparable to that 
appearing in an earlier release which cov- 
ered the period from September 22, 1938, 
the date that Chapter X became fully ef- 
fective, up to and including March 31, 
1939. Since it is contemplated that future 
releases in this series will be issued semi- 
annually, the data in this release are pre- 
sented in a form which would facilitate 








comparison between the two semi-annual 
periods in 1939 and the half-yearly inter- 
vals to be covered by future releases. 

“Included in this analysis are combined 
data covering all companies for which 
reorganization proceedings under Chap- 
ter X were instituted during 1939. There 
are presented data on the total number of 
companies and their assets and indebted- 
ness, classified according to industry, lo- 
cation or principal assets, location of 
principal place of business, federal judi- 
cial district in which proceedings were 
instituted, amount of individual indebt- 
edness and type of petition filed. j 

“The information has been derived 
mainly from schedules, balance sheets, 
and allegations found in the petitions, 
and other verified documents filed with 
the Federal Courts in the reorganization 
proceedings. With minor exceptions, no 
independent check was made by the Com- 
mission as to the accuracy of the in- 
formation. Moreover, the data reflect the 
number of proceedings instituted and do 
not make allowances for proceedings dis- 
missed. 

“During the first half of 1939, 242 
companies went into reorganization under 
Chapter X.” 


GAS COMPANY ACCOUNTANTS TO 
HAVE SPRING CONFERENCE 


The Accounting Section of the 
American Gas Association is to con- 
duct a Spring Conference on April 11 
and 1 2at the Greenbrier, White Sul- 
phur Springs, West Virginia. Mr. F. 
B. Flahive, Controller of the Columbia 
Gas & Electric Corporation, is Chair- 
man of the Accounting Section. Mr. 
Flahive is a member of The Control- 
lers Institute of America and served 
several years as a member of its Board 
of Directors. 

Some of the subjects to be covered 
in the program are: “Original Cost 
of Utility Properties’; “Organized 
Accounting Effort,’ which will be dis- 
cussed by Mr. Bernard S. Rodey, Jr., 
of the Consolidated Edison Company 
of New York, Inc., a member of The 
Controllers Institute of America and 
Chairman of the General Accounting 
Committee of the Edison Electric In- 
stitute; ‘Job Standards”; “Recent De- 
velopments in Accounting Principles,” 
by Mr. Carman G. Blough, formerly 
chief accountant of the Securities and 
Exchange Commission; ‘Pension Fi- 
nancing’; and ‘Making Good with 
the Customer.” 


There will be a general accounting 
conference, with Mr. C. E. Packman, 
of the Middle West Service Company, 
a member of The Controllers Institute 
of America, and Chairman of the Gen- 
eral Accounting Committee of the 
American Gas Association, presiding. 
Some of the subjects to be brought 
up in this conference are: “Internal 
Audits of Construction,” ‘‘Surplus— 
Capital and Earned,” “Plant Acquisi- 
tion Adjustments,” ‘S.E.C. Account- 
ing Regulation S-X,”’ and: “Sales Sta- 
tistics.” 

There will also be a joint customer 
accounting and customer relations con- 
ference. 

Among the committee chairmen is 
Mr. A. S. Corson, of The United Gas 
Improvement Company of Philadel- 
phia, a member of The Controllers In- 
stitute of America. He is chairman of 
the Committee on Classification of Ac- 
counts of the American Gas Associa- 
tion. Mr. H. A. Ehrmann, of the Con- 
solidated Edison Company of New 
York, Inc., is chairman of the Ad- 
visory Committee. 
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ie highest standards of manufacture and quality, 
and has developed a worldwide factory-trained 
aud factory-controlled service organization. 
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Over a half-century ago Burroughs started in a 
small machine shop to manufacture the first prac- 
tical adding machine. Business has since depended 
more and more on Burroughs for a steady flow 
of machines and developments to meet constantly 
changing conditions. Today’s range of Burroughs 
products includes practically every type of figuring, 


accounting and forms-writing machine. 


With this background of experience and wide 
variety of machines, Burroughs meets the needs 
of today’s business for speed and economy, and 
is building for the future along lines which have 
made Burroughs a worldwide institution. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 
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Case Material on Controllership Problems 








ACCOUNTING FOR INTERUNIT RELATIONS 
IN A LARGE ORGANIZATION 


The Westinghouse Electric and Man- 
ufacturing Company had its begin- 
nings in a single manufacturing plant 
located at East Pittsburgh, Pennsyl- 
vania. Over a comparatively short 
period the company expanded until 
its operations included manufacturing 
plants in the states of Pennsylvania, 
Massachusetts, New Jersey, Ohio, and 
California, along with eight district 
sales and service organizations the ac- 
tivities of which covered the entire 
United States. As the organization of 
the company expanded and as the sales 
divisions broadened their activities, the 
company provided for district sales ware- 
houses in strategic locations throughout 
the country. These warehouses were 
supplied with products from the vari- 
ous manufacturing units. During the 
period of early development all ac- 
counting work was centralized at the 
East Pittsburgh offices under the policy 
of keeping at a minimum the cost of 
general accounting activity and of pro- 
viding for the maximum of accounting 
accuracy. 

Each sales district was supplied with 
a warehouse stock ledger in which 
quantity records were maintained. The 
financial stock records, showing the 
dollar values of the stock held at each 
warehouse, were maintained at the East 
Pittsburgh headquarters. The various 
warehouse stock ledgers furnished at 
all times a record of the quantity of 
each type of motor or style of appara- 
tus on hand. The replenishment of 
stocks was effected by requisitioning 
the desired apparatus directly from the 
manufacturing plants. 

In the early practice of accounting 
for interunit transactions, the shipment 
of apparatus from a manufacturing 
plant to a warehouse was accompanied 
by a shipping notice on which was re- 
ported the quantity consigned, together 
with the unit manufacturing cost and 
the total cost of the products invoiced. 


One copy of the shipping notice was 
mailed to the district headquarters 
where the quantity received was veri- 
fied and the stock ledger was posted. 
Another copy of the shipping notice 
was sent to East Pittsburgh where the 
necessary posting was made to the fi- 
nancial ledger. 


FINANCIAL LEDGERS TRANSFERRED 


With the development of the opera- 
tions of the company, it was found 
that the cost of maintaining the stock 
ledgers in two locations was excessive, 
with the result that the management 
transferred the financial ledgers to the 
district offices and a single set of rec- 
ords for warehouse inventories was 
used for both quantity and value. This 
first change in the accounting practice 
dealing with interunit transactions 
made possible the application of fur- 
ther checks on the accuracy of the 
bookkeeping work and eliminated the 
difficult task of reconciling the local 
quantity ledger with the financial books 
in the central office. 

However, still another problem 
needed to be solved. Each district was 
required at the close of each month to 
report the activity of its stock and the 
results of its sales operations. From 
this report and from an analogous one 
made by each manufacturing division, 
entries were made in the general 
ledger at East Pittsburgh for the pur- 
pose of reflecting the changes in Ac- 
counts Receivable, increases or de- 
creases in Total Shipping Stocks at the 
Warehouses, and increases or decreases 
in the value of Work in Process of 
Manufacture at each of the works. In 
actual practice of course other account- 
ing entries were made in the central 
books of account, but these are sufh- 
cient for illustration. 

Each works or manufacturing divi- 
sion maintained a record of shipping 
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notices sent to the warehouses, and the 
districts in turn maintained a record of 
the stock received. In order to keep 
the ledger of each works in balance, 
the East Pittsburgh office was required 
to credit the work in process of the 
manufacturing division and to charge 
each district for all goods shipped to 
it. Similarly the control accounts for 
the shipping stocks at the various ware- 
houses had to be charged with goods 
received, for which credit was given to 
the particular works supplying the 
product. 


RECONCILIATION A DIFFICULT 
PROBLEM 


The problem in question grew out 
of differences commonly existing be- 
tween values reported by the various 
manufacturing divisions as having been 
shipped to particular warehouses and 
the values reported by the warehouses 
as having been received from _par- 
ticular works. The problem had grown 
so acute with the growth of the com- 
pany that the full time of a compar- 
atively large clerical staff was required 
to reconcile the differences in value 
reported each month. Large unrecon- 
ciled amounts had frequently to be 
written off to expense. It is clear that 
any amount thus written off neces- 
sarily reappeared in some form at the 
time of taking the annual inventory 
and became a contributing factor in 
creating a variance between the physi- 
cal and book inventories. 

In transmitting the interunit charges 
the clerical forces at the various works 
or manufacturing divisions accumu- 
lated all shipping notices for each 
day's operations, sorted them by the 
proper warehouses, and prepared add- 
ing machine tapes for the value of 
quantities shipped. These tapes were 
attached to the notices of the various 
consignments, and the shipping no- 
tices with the attached tapes were 
mailed to the proper district ware- 
house. A record was maintained at 
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the manufacturing division of the 
value of apparatus sent to each ware- 
house. At the warehouse a record 
was kept of the value received from 
each works, as already indicated, and 
the detailed specifications of each ship- 
ment were posted to the stock ledgers. 

Differences arose from clerical errors 
and from mislaying or accidentally 
destroying documents at either the 
works or the warehouse or, as some- 
times happened, from the loss of docu- 
ments in the process of distributing 
mail at the manufacturing division or 
at the warehouse. Whenever a docu- 
ment was found to be missing, diffi- 
culty was of course experienced in 
tracing it back to the point of origin, 
and since there was no direct refer- 
ence in the records to such a document, 
replacement was practically out of the 
question. 


CLEARING HOUSE PROCEDURE 
ADOPTED 


In the solution of this problem of 
accounting for interunit transactions, 
use was made of the banking “clearing 
house” idea. Each works and division 
was assigned a control account num- 
ber, and what was called a central 
clearing house was set up in the main 
accounting office at East Pittsburgh. All 
interunit documents were first mailed 
to this clearing house where they were 
sorted and sent to the district or works 
affected. In the place of an adding 
machine tape, each unit was furnished 
with listing forms called ‘‘face sheets.”’ 
As in the former practice, each works 
sorted the documents of each day’s 
shipments by ultimate destination, and 
for each lot of two or more docu- 
ments prepared an adding machine 
tape on which was marked the control 
acount of the district to which such 
tape was to go, together with the con- 
trol account of the consigning works. 
Fach document was similarly marked 
with the control account numbers. 

A daily face sheet was then pre- 
pared upon which was listed the con- 
trol account of each point of destina- 
tion and the value of the documents 
covering each consignment. The docu- 
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ments were fastened to the face sheet 
and mailed to the clearing house. The 
clearing house detached the documents 
and incoming face sheets from all 
points, reclassifying the data of ship- 
ments made by ultimate destination. 
Following this step, a new face sheet 
was made out for each point of desti- 
nation, with the control account of the 
point of origin as a reference opposite 
the value of each lot or document. The 
outgoing documents were finally at- 
tached to the proper face sheets and 
mailed to the district or works con- 
cerned. 


SHEETS CARRY ACCUMULATED 
TOTALS 


Incoming and outgoing face sheets, 
which were serially numbered through- 
out the month, showed both the daily 
total and the accumulated total to date. 
The daily totals of the incoming and 
outgoing face sheets were required to 
balance as proof that all documents 
had been disposed of by the clearing 
house. At the close of the month the 
cumulated totals were correspondingly 
required to balance and were entered 
in the general ledger. 

The accumulated incoming 
from any single point was credited to 
the works or district control account, 
and the accumulated outgoing total to 
a single destination was charged to 
that district or works control account. 
The only further check required at 
each receiving point was the verifica- 
tion at the time of receipt of the at- 
tachment of all listed documents. If 
the receiving point questioned the na- 
ture or validity of any document, a 
letter of inquiry was immediately ad- 
dressed to the point of origin; or, if 
through any mishap a document or 
lot of documents was mislaid at the 
receiving point, the required papers 
were replaced through correspondence 
as indicated by the data on value and 
point of origin shown on the face 


total 


sheet. 

Under the former practice it had 
been necessary for each location to 
maintain a control account for each 
other location from which or to which 
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products were received or sent. Each 
such account had to be reconciled with 
its companion account as maintained 
by the corresponding unit concerned. 
Adding to the difficulty of this recon- 
ciliation was the circumstance that 
some consignment documents were al- 
ways in transit at the close of the 
month. Under the clearing house pro- 
cedure a daily reconciliation was auto- 
matically made, and all errors were 
corrected at the single point of East 
Pittsburgh. 


CLERICAL WORK REDUCED 


In place of the substantial clerical 
staff formerly necessary to effect a re- 
conciliation of accounts, the clearing 
house was operated by one man and 
a bookkeeping machine operator. Fur- 
ther, in place of the numerous control 
cards carried at the various local points, 
sometimes as many as 40, the company 
was now concerned only with a single 
control account through which the 
various units were charged or credited 
by the clearing house. The problem 
of documents in transit was largely 
solved through the monthly closing 
of the clearing house. It became possi- 
ble to redistribute the final face sheet 
incoming from each point and to send 
it to the receiving point in time for 
inclusion in the current month’s ac- 
counting records. 

When the clearing house method 
was first installed numerous errors 
were made in preparing tapes that 
were to be attached to the various 
lots shipped, in preparing face sheets 
and carrying forward cumulated totals, 
and in indicating the control accounts 
on the documents and face sheets. In 
controlling such errors the company 
made use of a system of fines ranging 
from 10 cents to $1, the amount of the 
penalty or fine depending upon the 
amount of unnecessary work each error 
would cause at another point in the 
organization. These fines, which were 
imposed upon the supervisor of the 
accounting group which made _ the 
error, generally proved to be very ef- 
fective in reducing the amount of cor- 
rective accounting work. 


Internal Auditing 
(Continued from page 135) 


poration controller and the public ac. 
countant than there has been in the 
past. It means that the public ac. 
counting firm must have more oppor. 
tunity to assist in the selection of 
members of the internal audit staff, 
and that there must be a higher de. 
gree of cooperation as to the form and 
content of working papers prepared. 

It means that in addition to its func. 
tion as an ordinary checker of internal 
transactions the internal audit staff 
must extend the scope of its work to 
include many phases of audit hereto. 
fore handled exclusively by the public 
accountant. It means that the public 
accountant must resign himself to shar. 
ing audit responsibility with the con- 
troller and to the acceptance of a cor- 
respondingly reduced fee. It means 
that in the larger corporations the in- 
ternal audit staff will be prepared at 
the year-end to turn over completed 
working papers on all phases of the 
company’s operations to the public ac 
countants, these papers being so in- 
dexed and cross-referenced as to make 
test-check an easy task. 


No More DUPLICATION OF WORK 


It means that the custom of using 
numerous junior accountants in the an 
nual audit of larger corporations will 
be ended. It means that the annual 
audit will consist principally of 4 
detailed review by qualified senior 
accountants of working papers pre 
pared by the internal audit staff, rather 
than the time-honored, time-consuming 
transcription of accounting records into 
the auditors’ working paper files at pet 
diem rates. It means more current it- 
formation for the controller, mort 
year-end information for the public ac 
countant, and closer cooperation be 
tween the controller and the publi 
accountant. Most important of all it 
means that the investing public wil 
look for its protection not only to the 
public accountant, but to the ethical 
standards and mutual capabilities of 
the profession as a whole. 
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RESOLUTION ADOPTED BY 
THE DISTRICT OF COLUM- 
BIA CONTROL OF THE CON- 
TROLLERS INSTITUTE OF 
AMERICA 


Recommending that in the study by 
the Board of District of Columbia 
Commissioners, as provided for in 
H.R. 7926, to determine the advisabil- 
ity of establishing a rating system, such 
study include the possibility of adop- 
tion of an individual plant reserve plan 
such as now used by the Unemploy- 
ment Compensation Board for the 
State of Texas 

WHEREAS, Practical experience under 
the administration of the District of Co- 
lumbia Unemployment Compensation Act 
indicates that there are inherent faults 
and inequitable provisions that should be 
corrected, among which is the lack of a 
workable plan for experience rating to 
determine fairly and equitably the annual 
contribution rate of each employer, and 

WHEREAS, It is believed that an ex- 
perience rating plan should be evolved 
that will at once provide sufficient funds 
for relief of unemployment and at the 
same time provide an incentive or induce- 
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ment to encourage employers to stabilize 
employment, and thus reduce the unem- 
ployment hazard, and 

WHEREAS, It is our conviction that 
those who contribute most to unemploy- 
ment and whose employees thereby share 
the greater portion of benefits provided 
under the Act, should logically and equi- 
tably contribute in a larger measure than 
the employer who has reduced to a mini- 
mum the unemployment within his con- 
trol, and otherwise provided stabilization 
that results in a minimum of claims 
against his Reserve; 

THEREFORE, BE IT RESOLVED, 
That we, the members of the District of 
Columbia Control of the Controllers In- 
stitute of America, do respectfully recom- 
mend that in the District of Columbia 
Board’s study, as provided for in H.R. 
7926, to determine the advisability of 
establishing a rating system which will 
fix the rate of contribution under the Act 
for each employer which will encourage 
stabilization of employment and provide 
incentives for employers to expand em- 
ployment opportunities, the scope of such 
study include the advisability of the elim- 
ination of the “pooled” fund reserve plan 
and the substitution therefor of an indi- 
vidual plant reserve plan, such as is now 
used by the Texas Unemployment Com- 
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pensation Board in its administration of 
the Texas Act. Such a system, we be- 
lieve, presents no serious administrative 
problems and is relatively simple and 
economical in its operation. 

The Resolution set forth above was 
adopted by the District of Columbia 
Control of the Controllers Institute of 
America at its meeting held on January 
23, 1940. In the discussion preceding 
adoption of this resolution it was 
pointed out that the District of Colum- 
bia now has a “pooled” fund from 
which all benefits are paid, and under 
the present system the taxes paid by 
those employers who have more nearly 
stabilized employment will help to pay 
the taxes of those employers who have 
unfavorable employment records, and 
thus there can be no tax savings for 
the former group of employers. It 
seemed that a more equitable rate of 
tax can be determined if there are sep- 
arate reserves kept for each employer 
as provided for under the Texas Un- 
employment Compensation Act. 
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NEW RULES FOR KEEPING 
WAGE-HOUR RECORDS 


Revision of the Wage and Hour 
Division’s regulations covering the 
place and period for keeping records 
required by the Fair Labor Standards 
Act of 1938, is announced by the ad- 
ministrator. The revision will eliminate 
the need for special authorization to 
keep records outside the state where 
the place of employment is situated. 
It is expected that the new regulations 
will coincide with existing business 
practices. 

The Fair Labor Standards Act re- 
quires every employer subject to any 
provisions of the act or any order issued 
under the act to “make and preserve 
records” showing the full name of the 
person employed, home address, date 
of birth if under 19, hours worked 
each workday and each work week; 
regular rate of pay and basis upon 
which wages are paid; wages at the 
regular rate of pay for each work 
week, excluding extra compensation 
attributable to the excess of the over- 
time rate over the regular rate; extra 
wages for each work week attributable 
to the excess of the overtime rate over 
the regular rate; additions to cash 
wages at cost, or deductions from stip- 
ulated wages in the amount deducted 
or at the cost of the item for which de- 
duction is made, whichever is less; 
total wages paid for each work week, 
and date of payment. 

Prior to this amendment the regu- 
lations covering the place and period 
for keeping records stated that the em- 
ployer was to keep the required rec- 
ords within each state, either at the 
place or places of employment or, 
when that was impracticable, within 
at least one of the employer's places of 
business within such state. It further 
provided that if the employer found it 
to be more desirable to keep the rec- 
ords at some central accounting or rec- 
ord keeping office located in a state 
other than that in which the place of 
employment was situated, a special au- 
thorization for such practice had to be 
secured from the administrator. 





SPECIAL AUTHORIZATION 
Not NEEDED 


Under the new regulations the spe- 
cial authorization procedure is elimi- 
nated. Two alternative means of com- 
pliance are opened to employers. Sec- 
tion 516.3 as amended and revised, 
now permits the employer to keep the 
required records either at the place or 
places of employment, or at one or 
more established central record keep- 
ing offices where such records are cus- 
tomarily maintained. Should the em- 
ployer customarily keep the records at 
a central office, then, under the amended 
Section 516.3, he must maintain an ad- 
ditional brief record at the place of 
employment for each of his employees. 
Such abbreviated records are to con- 
tain but two items of information for 
each work week for each employee, 
that is (1) total hours worked and 
(2) total wages paid. However, in 
order that such records can be iden- 
tified with the appropriate employees, 
the administrator points out that it will 
be necessary to indicate the name, ad- 
dress and occupation of the employee 
for whom each record is kept. In the 
cases of employees who are engaged 
in a bona fide executive, administra- 
tive, professional or local retailing ca- 
pacity, or in the capacity of an outside 
salesman, as defined in Regulations, 
Part 541, and who are _ therefore 
exempt from the Wage and Hour pro- 
visions of the Act, it will remain neces- 
sary to maintain a record of the name, 
address and occupation of each such 
exempt employee as required by Sec- 
tion 516.1 of the Record Keeping Reg- 
ulations at the place of employment. 

Complete records kept at the place 
or places of employment are to be kept 
safe and readily accessible for a period 
of four years. Should these records be 
kept at a central office other than at 
the place or places of employment and 
the abbreviated records kept at the 
place of employment, then the com- 
plete records shall be kept safe and 








readily accessible for a period of four 
years at the central office and the ab- 
breviated records shall be kept safe 
and readity accessible for a period of 
two years at the place or places of em- 
ployment. Under this latter alterna- 
tive, the employer's representative at 
the place of employment is required to 
make available to the division repre- 
sentative without delay the complete 
records maintained at a central office 
for any employee. The time within 
which the complete records shall be 
produced will, of course, be deter- 
mined by the distance and time re- 
quired to transport the records from 
the central office to the place of em- 
ployment and other factors surround- 
ing each particular instance. 

The ‘‘additional’’ records, the ad- 
ministrator pointed out, required at the 
“place of employment’ where the 
complete records are kept at a central 
office will not require the maintenance 
of extensive files, shelves and drawers. 
These abbreviated records, the admin- 
istrator said, could easily be kept in a 
small book and kept current with little 
difficulty. Such records for 100 em- 
ployees for two years can be main- 
tained in a single note book of from 
50 to 100 pages, he said. 

The amended section went into ef- 
fect on February 27, 1940 

The administrator, in explaining the 
operation of the amendment, cited a 
hypothetical case: 

“A large oil company with general 
offices in New York, maintains te- 
fineries, pumping stations, pipe lines 
and sundry plants in New Jersey and 
other states. 

“An employee attached to the New 
Jersey refinery is temporarily trans- 
ferred to a pumping station just over 
the state line into Pennsylvania. 

“The oil company may choose to 
keep complete records at the New Jer- 
sey refinery, in which case it will not 
be required to maintain any additional 
records. 

“However, since the oil company 
customarily keeps the complete records 
at an established central record keep- 
ing office in New York, it may con- 
tinue to do so under the new regula- 
tions without a special authorization 
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from the administrator. In such cases 
the division, for administrative and en- 
forcement purposes, will require that 
the additional, abbreviated records be 
kept at the New Jersey refinery. Thus 
the records need not follow the em- 
ployee as he goes from one place of 
employment to another, from station 
to station, plant to plant, refinery to 
refinery, or pipeline to pipeline in one 
or more states.”’ 

Likewise in the instance of traveling 
employees who perform work over an 
extensive area such as bus and truck 
drivers, canvassers, route men, pipe- 
line workers, telephone and power 
linemen, and others whose employ- 
ment activities remove them from the 
confines of a particular office, plant, 
building or establishment, the admin- 
istrator pointed out that their complete 
records, or the additional abbreviated 
records, when the complete records are 
kept elsewhere at an established cen- 
tral record keeping office, will be re- 
quired to be kept in the particular of- 
fice, plant, building or establishment 


The Controller, April, 1940 


from which they are dispatched or 
temporarily assigned to other places of 
employment. 


PROGRAM OF PACIFIC 
COAST CONFERENCE 


An interesting program has been 
prepared for the Pacific Coast Confer- 
ence of Controllers to be held at Los 
Angeles on May 18, under the direc- 
tion of the Los Angeles Control of 
The Controllers Institute of America. 
The sessions will be held at Hotel 
Biltmore. 

The committee in charge of ar- 
rangements for the Conference is 
headed by Mr. Wesley Cunningham, 
of the General Petroleum Corpora- 
tion of California, a vice-president of 
The Controllers Institute of America 
and a member of its National Board 
of Directors. The other members of 
this committee are Messrs. Edwin E. 
Balling, Jr., of the Latchford-Marble 
Glass Company, and Ferron L. An- 
drus, of the Forest Lawn Memorial 
Park Association, Inc. The Program 
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Committee for the Conference is the 
regular Committee of the Los An- 
geles Control for the current year, 
composed of Messrs Robert E. 
King, of the Los Angeles Turf Club, 
Inc., chairman; Thomas R. McNa- 
mara, of the Craig Movie Supply 
Company, and D. J. Jeppson, of the 
Lane-Wells Company. 

Other committees appointed for 
the Pacific Coast Conference are: 

Program and Reception: Messrs 
Theodore Rothman, Pig’n Whistle 
Corporation; George W. Fay, Hydril 
Company, and Herbert T. Short, 
Bekins Van and Storage Company. 

Entertainment and Dinner: Messrs 
Rodney S. Durkee, of the Lane-Wells 
Company, George W. Fay, of the 
Hydril Company, and Clyde A. 
Warne, of the California Consumers 
Corporation. 

Registration: Messts Harry L. Mil- 
ler, of Fibreboard Products, Inc., 
Dwight A. Moore, of the Wilshire 
Oil Company, Inc. and Affiliates, and 
Dudley E. Browne, of the Lockheed 
Aircraft Corporation. 








DETROIT 


@ Sales Analyses 








CHICAGO 


MONTREAL 


@ Public Utility Rate Studies 


TABULATING AND STATISTICAL WORK 
DONE AT MINIMUM COST BY TRAINED PERSONNEL 
WITH EXPERT SUPERVISION AND MODERN 
MECHANICAL EQUIPMENT 





Recording & Statistical Corporation 





® Market Research and Questionnaire Tabulations 
@ Inventory and General Calculating Service 





NEW YORK 
BOSTON 
TORONTO 


@ Insurance Accounting 























“THE ANALYSIS AND CONTROL OF 
DISTRIBUTION COSTS,” by Professor J. 
Brooks Heckert, Ohio State University. 
Ronald Press Company. 420 pages. $5. 

The author states that “this book has 
been written to aid accountants and market- 
ing executives in the difficult task of the 
analysis, direction and control of marketing 
effort. Its purpose is to offer those who 
have to work out and use procedures suit- 
able in their specific situations a statement 
of basic problems and suggestions of illus- 
trative methods which will help them.’” 

The author opens his discussion by stat- 
ing that “Just as accounting and production 
executives have joined forces in developing 
methods of production cost control, so must 
the accounting and marketing executives 
work jointly in the control of the distribu- 
tion costs. The accountant must study in- 
tensively the sales problems of his particu- 
lar concern. He must learn how to translate 
sales and distribution cost statistics into 
trends, relationships and useful signals for 
the guidance of sales effort.” 

Distribution costs are classified under the 
foilowing headings: direct selling expense, 
advertising and sales promotional expense, 
transportation expense, warehousing and 
handling expense, credit and collection ex- 
pense, financial expense and general dis- 
tribution expense. The nature of the prob- 
lems faced by executives in the planning 
and direction of distribution effort is dis- 
cussed under the following headings: com- 
modities to be sold, prices to be charged, 
extent of territory to be served, classes of 
trade to be cultivated, distribution channels 
and agencies to be used, profitable size of 
order, profitable size of unit of sale, credit 
terms to be granted, when to expand, in- 
ventories to be carried, control of individ- 
ual distribution operations and cost items, 
and results to be obtained from costs. 

An especially helpful part of this book 
is the illustrative procedures cited at the 
end of each chapter. While a few are hy- 
pothetical, the large majority are practical 
cases, including illustrations from the cigar 
business, meat packing, an office supply 
company, a manufacturer of pipe fittings, 
an ice cream manufacturing organization, 
and a manufacturer of horse collars. 

The following chapters impressed this 
reviewer as being especially valuable: Anal- 
ysis by Customers, by Size of Orders and 
by Organization and Operating Divisions; 
Control of Transportation Expense; Con- 
trol of Credit and Collection Expense; Con- 
trol of Office and Accounting Costs; Dis- 
tribution Cost Reports. 

In connection with the last named, the 
author makes the following significant ob- 
servation, which is of particular interest to 
controllers: 





REVIEWS of Recent Business Publications 


“No amount of analysis of distribution 
costs will result in the successful direction 
of distribution effort and the control of 
costs unless the resulting information is 
presented to executives in such a manner 
that they can understand it and will act 
upon it. Much of the reporting done by ac- 
countants for internal control purposes is 
unsatisfactory. Data are frequently gath- 
ered relative to operations and passed on 
to management without proper correlation 
and interpretation. Reports are frequently 
more in the nature of raw material than 
finished product. To use the data, execu- 
tives must refine it and search out the sig- 
nificant facts and signals which provide a 
basis for decision and action. Many execu- 
tives, pressed with administrative duties, 
do not have the patience—and in some in- 
stances lack the ability—to ferret out the 
significant points; and, therefore, make 
only limited use of the reported data. Here 
a double loss results. The cost of gathering 
the data itself is wasted and operations are 
directed without the use of adequate in- 
formation necessary for successful opera- 
tion. 

“It is not to be inferred from this that 
the accountant should make the decisions 
for management or even that the accountant 
can fully interpret all of the data. But, with 
his general purview of the entire opera- 
tions, their trends and relationships, he can 
go far toward refining the operating data, 
selecting from a vast array of statistics the 
significant facts, and presenting them in 
such a manner that they can be readily used 
as a basis for managerial decision and ac- 
tion. There is no aspect of accounting 
which offers a greater opportunity for re- 
sourcefulness, ingenuity, and keen analysis 
than the interpretation and presentation of 
distribution cost data.” 

The book contains as an appendix an ex- 
cellent summary, explanation and interpre- 
tation of the Robinson-Patman Act and of 
various other unfair trade practices acts, 
as well as official documents concerning the 
Bird and Son, Montgomery Ward and 
Company, and the Standard Brands cases. 

The controller whose company has im- 
portant—and possibly somewhat expensive 
—distribution problems and costs will find 
Professor Heckert’s work a valuable refer- 
ence and source book containing many use- 
ful and practical suggestions which should 
prove helpful in solving his own problems. 


Reviewed by JoHN H. MAcDONALD. 





DISPOSITION OF INACTIVE RECORDS; 
a 49-page pamphlet prepared and published 
by the Policyholders Service Bureau of the 
Metropolitan Life Insurance Company. 
“Policies and procedures relating to the 
disposition of obsolete or inactive records 
have a considerable long-term importance 
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in most lines of business. A practice of in- 
discriminate destruction would obviously 
cripple operations. An arbitrary program 
of retaining all records indefinitely, how- 
ever, is unnecessary, expensive and cum- 
bersome. The purpose of this report is to 
outline representative policies and practices 
for handling and controlling inactive rec- 
ords. The information is based on the 
practices of a representative number of 
business concerns that have inaugurated spe- 
cial activities in this field.” 

The subject matter consists of a review 
of the cost of maintaining old records 
weighed against the possibility of loss in- 
curred through failure to have certain rec- 
ords when needed; and the factors affecting 
record retention policies. Under the lat- 
ter heading the statutes of limitations as 
applied to various records and documents 
are discussed, and a three-page chart show- 
ing the limitations for civil actions on dif- 
ferent types of instruments in force in each 
state is reproduced; also, the types of busi- 
ness, such as banks and utilities, for which 
requirements are laid down, are compared 
with industrial concerns which have been 
more free to use their own judgment but 
which are forced to keep certain records 
due to the inauguration of governmental 
activities such as the Federal Social Security 
Board, the Fair Labor Standards Act’s Ad- 
ministration, and the Security and Exchange 
Commission. 

Suggestions for organizing to meet these 
conditions include the formulation and the 
execution of policies pertaining to the re- 
tention of records and documents. 

A retention schedule is discussed, outlin- 
ing also a destruction program, and finally 
a procedure for handling records is pre- 
sented under the captions of Elimination 
of Materials at the Source, Current Refer- 
ence Files, The Archives, Use of Micro- 
photography, and Destruction Procedure. 

There is an appendix containing a case 
example of a record destruction program 
followed by a life insurance company, with 
seven forms in use by the company; ex- 
tracts from standard instructions of an elec- 
trical products manufacturing company, and 
a schedule for the retention of records of 
an oil company. 

Controllers should find this pamphlet 
very helpful in aiding them in formulating 
policies relative to a procedure for dis- 
posing of inactive records. It is of timely 
importance in view of the problem of pre- 
serving the increased records made neces- 
sary by recent governmental activities. 

A copy of this pamphlet may be had by 
executives who address the Policyholders 
Service Bureau of the Metropolitan Life In- 
surance Company on their business  sta- 
tionery. 

Reviewed by Louis W. JAEGER. 
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Mid-Western Conference 


of Controllers 
Chicago, April 22 


Under Direction of Chicago Control 


CONTROLLERS INSTITUTE OF AMERICA 


Since last December various Committees of the Chicago Con- 
trol have been working on plans for this affair, which it is ex- 
pected will be one of the largest assemblages of controllers and 
corporate financial officers to be held this year. Mr. JOHN A. 
DonaALpson, of Montgomery Ward & Company, President of the 
Chicago Control, is chairman of the General Committee. 


All sessions will be held at the Palmer House. Three Group 
Conferences are scheduled for the morning period; an informal 
luncheon without speeches; a general session in the afternoon; 
and a dinner to be addressed by a nationally known personage. 


The Conference is intended primarily for controllers of twelve 
mid-western states centering on Chicago. Controllers from other 
sections will be welcome to attend. There are more than 600 
members of The Controllers Institute of America in the twelve 
states in that region; and several hundred other controllers and 
financial officers will be eligible to attend. 


An informal reception Sunday afternoon and early evening, 
April 21, 4 to 7 P.M., in the Crystal Room of the Palmer House, 
has been arranged for the purpose of enabling controllers in this 
section to become acquainted with one another. This will be the 
first opportunity they have had to do so in Chicago. 


Subjects to be discussed in the three morning Conferences: 
“How Can the Controller Adequately Fulfill the Increasing Tech- 
nical Requirements of His Position”; “Federal and State Unemploy- 
ment Insurance”; “Budgets as an Aid to Management in Controll- 
ing the Business of a Corporation: Their Preparation and Use: 
Actual Examples”. 


Subjects of addresses in the afternoon General Session: “What 
Should a Chief Executive Expect from the Controller”, by Mr. Rop- 
NEY S. DurKEE, former President of The Controllers Institute of 
America, now President of Lane-Wells Company, Los Angeles; 
“Money as an Instrument of Business”, by Mr. Roya F. MUNGER, 
financial editor, Chicago Daily News; “Dollars and Sense in In- 
dustrial Relations”, by Mr. Gorpon L. Hosretrer, Executive 
Director, Employers Association of Chicago. 


Complete program in mail early in April, with reservation 
blanks. Just write Mr. Hersert E. Hott, Palmer House, Chi- 
cago, for a copy. 
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INSTITUTE ACTIVITIES 








MEETINGS OF CONTROLS 

Cincinnati: 

Topic: “Participating and Non-Par- 
ticipating Insurance” 

Mr. Judd Benson, manager of the Cin- 
cinnati Branch of the Union Central Life 
Insurance Company, addressed the members 
of the Cincinnati Control at its meeting on 
March 12 at Hotel Alms. His subject was 
“Participating and Non-Participating In- 
surance.” It afforded the members and their 
guests a splendid opportunity to broaden 
their knowledge of insurance. Mr. K. Y. 
Siddall of The Proctor & Gamble Com- 
pany, a member of the Control, led a se- 
ries of brief addresses by members of the 
Mid-Western Conference Attendance Com- 
mittee, who spoke in the following or- 
der: 

1. Mr. Kelly Siddall, Subject—‘‘What 
Will This Conference Have to Offer 
Us?” 

2. Mr. L. C. Bernens, Subject—‘What 
Does a National Hook-up Mean to 
Our Group?” 

3. Mr. Fred Allen, Subject— ‘What is the 
Value of Widespread Contacts Which 
Permit the Exchange of Ideas?” 

4. Mr. Carl De Buck, Subject—What 
Would be Our First Move if Our 
Control Were Requested to Handle a 
Mid-Western Conference, and We Had 
Not Previously Attended One in Some 
Other City?” 


Cleveland: 


Topic: “The Business Outlook for 
the Immediate Future” 

Mr. Russell Weisman, nationally known 
economist and writer, was the speaker at 
the regular monthly meeting of the Cleve- 
land Control on March 19 at Hotel Cleve- 
land. His subject was “The Business Out- 
look for the Immediate Future.” 


Connecticut: 


Topic: “Successful and Unusual Ap- 
plications of Methods and Ma- 
chines” 

The meeting of the Connecticut Control 
was held this month in Bridgeport on 
March 6 at the University Club. Members 
and guests took part in the discussion of 
“Successful and Unusual Applications of 
Methods and Machines.” The discussion 
brought out descriptions of time, labor and 
money saving methods, which ranged from 
small savings in clerical operations to ma- 
jor savings in controlling expenses. 


Dayton: 
Topic: ‘“Workmen’s Compensation 
and Employers’ Liability Insur- 
ance” 


Mr. Warren Webster, secretary and treas- 
urer of the Joyce-Cridland Company, and a 


member of the local Control, conducted the 
round-table discussion at the monthly meet- 
ing of the Dayton Control which was held 
on March 14 at the Van Cleve Hotel. The 
subject was “Workmen’s Compensation and 
Employers’ Liability Insurance.” A joint 
meeting in Cincinnati with the Cincinnati 
Control was announced for April 12, to 
which the ladies are especially invited and 
at which National President Oscar N. 
Lindahl will preside. The Mid-Western 
Conference to be held in Chicago on April 
22 was called to the attention to the mem- 
bers, and they were referred to Mr. L. G. 
Ihrig, The Egry Register Company, con- 
cerning arrangements. 


Detroit: 


Topic: ‘Michigan Intangible Tax 
Laws” 

The program of the monthly meeting of 
the Detroit Control on March 13 at the 
Hotel Statler was doubly attractive. Two 
speakers addressed the members on “Mich- 
igan Intangible Tax Laws’’—Mr. Taylor H. 
Seiber of Ernst & Ernst and Mr. Ralph 
W. Barbier of Berry & Stevens. Both of 
these gentlemen are familiar with the Mich- 
igan State tax laws and their presentation 
added greatly to the enjoyment as well as 
to the information engendered by their dis- 
cussion of the subject. 


District of Columbia: 

Topic: “Registration Requirements 
and Procedures of the Securities 
Exchange Commission” 

The Program Committee of the Dis- 
trict of Columbia Control arranged to 
have Mr. M. Quinn Shaughnessy, Asso- 
ciate director of a Division of the Se- 
curities Exchange Commission, address 
the members at the monthly meeting held 
on March 26 at the Carlton Hotel. Follow- 
ing his address on ‘Registration Require- 
ments and Procedures of the Securities 
Exchange Commission,’ Mr. Shaughnessy 
answered questions concerning the work 
of his Division. 


Indianapolis: 
Topic: “General Insurance” 
An interesting and instructive program 
was conducted at the monthly meeting of 
the Indianapolis Control on March 26 at 
the Athenaeum. Mr. Edward E. McLaren, a 
partner in the insurance firm of Barton, 
Curle, and McLaren, was the discussion 
leader. The subject was ‘General Insur- 
ance,” and in addition to his discussion he 
was able to answer technical questions in a 
non-technical manner. 


Kansas City: 
Topic: “The Retention and Destruc- 
tion of Records” 
There was a good attendance at the 
monthly meeting of the Kansas City Control 
on March 10. The program presented by 
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Mr. D. O. Moedeer, manager of the Sys- 
tems Division of Remington Rand, Inc., 
was most interesting. His subject was “The 
Retention and Destruction of Records,’ and 
with his address he showed two motion pic- 
tures depicting tests to which his company 
puts its fire proof safes and files at the fac- 
tory. The next meeting will be on April 8. 


Los Angeles: 
Topic: “The Controller as Budget 
Director” 

Many members of the Los Angeles Con- 
trol had indicated their interest in the sub- 
ject “The Controller as Budget Director,” 
so the special program committee arranged 
to present it at the regular meeting of the 
Control on March 21 at the Clark Hotel. 
Mr. Clyde A. Warne, California Consumers 
Corporation, a vice-president of the Con- 
trol, as chairman of the program committee 
for the evening, presented the subject and 
was assisted by Mr. Wesley Cunningham, 
Generai Petroleum Corporation, and by Mr. 
Roy C. Menzel, General Metals Corpora- 
tion. A general round-table discussion fol- 
lowed. 


Milwaukee: 


Topic: “Business Insurance Require- 
ments” 

A round-table discussion was conducted 
by the Milwaukee Control at the monthly 
meeting which was held on March 12 at 
the University Club. The guest speaker 
was Mr. James Hoff, insurance counselor 
of T. E. Brennan & Company, Milwaukee, 
and his subject was “Business Insurance Re- 
quirements.” 


New England: 
Topic: “Insurance” 


The New England Control held a regular 
monthly meeting on March 19 at the Uni- 
versity Club, Boston. The speaker was Mr. 
Alfred C. James, manager of the Insurance 
Department of the Bethlehem Steel Com- 
pany of Philadelphia. He has a remark- 
able record of accomplishments with the 
Bethlehem Steel Company and its subsid- 
iaries, so his address on “Insurance” offered 
an excellent opportunity for members and 
their guests to review their own insurance 
situations from the point of view of the 
outsider. 


New York City: 


Topic: “Getting Down to Rock Bot 
tom on Insurance” 

The Program Committee of the New 
York City Control set aside the monthly 
meeting on March 21 at Hotel Shelton for 
a searching exploration of vital insurance 
problems. The speaker was Mr. Harty J. 
Brady, a director of one of the oldest 
brokerage houses in the United States, R. 
C. Rathbone & Son, which handles the 
American and foreign insurance of many of 
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INSTITUTE ACTIVITIES 














the larger concerns of this country. The 
ground which he covered in his address was 
along the following lines: 

1. War risk insurance on land and sea. 
Nature and mechanics, particularly the 
relative merits of American insurance as 
contrasted with foreign government 
pools. 

. Insurance protection for foreign prop- 
erties owned by domestic corporations. 
Does the political and sales value of 
placing foreign insurance locally, out- 
weigh the advantages of securing insur- 
ance in the American market? 

. "Tailor made” coverages. Is the Amer- 
ican insurance market meeting the de- 
mands for flexibility, properly to cover 
individual requirements ? 

. Public accountants’ liability. What mar- 
ket exists for this coverage and how ex- 
tensively has it been purchased? 


. 


pee 


> 


After his address Mr. Brady answered 
questions not only with respect to these 
four phases of insurance but on several 
branches of insurance. The chairman of the 
evening was Mr. Charles A. Packard, con- 
troller, Worthington Pump and Machinery 
Corporation. 


Philadelphia: 
Topic: “Cost of Relief in Pennsyl- 
vania”’ 

“Cost of Relief in Pennsylvania’ was the 
subject of an address by Mr. Guy H. Bloom, 
executive director of the Philadelphia 
County Board of Public Assistance, to the 
members of the Philadelphia Control at the 
monthly meeting on March 7 at the Penn 
Athletic Club. A conception of the budget 
problem for the Commonwealth of Penn- 
ylvania and the extent to which public 
assistance expenditures contribute to the 
total tax burden may be based on the fol- 
lowing facts. Expenditures for the Public 
Assistance Program in Pennsylvania for 
1939 will total approximately $145,000,000, 
exclusive of Federal W.P.A. costs. Of this 
amount about 90 per cent. is financed from 
tax revenue within Pennsylvania, and the 
other 10 per cent. is borne by the federal 
government, which participates in old age 
and assistance to dependent children. Of the 
state total, over $37,000,000 will have been 
spent for Philadelphia County alone. This 
is about twice the amount of revenue esti- 
mated to be received from the Philadelphia 
wage tax for the city during 1940. 

Mr. Bloom presented clearly and accu- 
rately the relief problem as it exists today. 
His address was very enlightening and was 
well received by the members, as was evi- 
denced by the lively discussion which fol- 
lowed. Mr. S. Schwartz of the Research and 
Statistical Bureau of the Department of 
Public Assistance aided in answering ques- 
tions raised by the members. President 
Oscar N. Lindahl, of The Controllers In- 
stitute of America, attended this meeting 
ind addressed the members briefly concern- 
ing the activities of the organization. 


Pittsburgh: 
Topic: “Information Please” 

An “Information Please” program was 
conducted by the Pittsburgh Control at its 
monthly meeting on March 25 at the Wil- 
liam Penn Hotel. Questions were sub- 
mitted to a board of experts which included 
members of the Control, Mr. Paul W. Pink- 
erton, a certified public accountant, and 
Hale Hill, Esq., a lawyer. Questions on 
current problems were asked and answered. 


Rochester: 
Topic: “The ‘Why’ of Job Evalua- 
tion” 

Mr. R. H. Rositzke, of R. H. Rositzke 
and Associates, appeared before the Roches- 
ter Control at the regular monthly meeting 
on March 27 at the Rochester Club and dis- 
cussed job evaluation. His recent treatment 
of “Why” in graphic form, his analysis of 
wage and rate differentials, his wide and 
varied experience in industrial and profes- 
sional activity, plus his organization work, 
presented an opportunity for genuine dis- 
cussion. Members invited their company 
executives and chief job analysts to be 
guests at this meeting. 


San Francisco: 

Topic: “What Can the Employer Do 
About Merit Rating and Standard- 
ization of Employment?” 

Mr. T. D. Anderson of Merit Rating 
Bureau was the principal speaker at the 
monthly meeting of the San Francisco Con- 
trol which was held on March 21 at the 
St. Francis Hotel. His subject was ‘What 
Can the Employer Do About Merit Rating 
and Standardization of Employment? The 
members asked many questions, which Mr. 
Anderson graciously answered. Announce- 
ment was made of the joint meeting with 
the Los Angeles Control to be held in 
Los Angeles on May 18-19. 


St. Louis: 
Topic: “Group Pension Plans” 
The regular monthly meeting of the St. 
Louis Control was held on March 25 at the 
Missouri Athletic Association. Mr. Gale F. 
Johnston, divisional sales manager, Metro- 
politan Life Insurance Company, addressed 
the members on “Group Pension Plans.” 
Much interest was shown in this subject 
and the meeting was well attended. 


Twin Cities: 

Topic: ‘Functions and Duties of the 
Controller of Minnesota Mining 
and Manufacturing Company” 

A member of the local Control, Mr. Her- 
bert P. Buetow, addressed the members of 
the Twin Cities Control at the regular 
monthly meeting which was held on March 
5 at the Minneapolis Athletic Club. His 
subject was “Functions and Duties of the 
Controller of Minnesota Mining and 
Manufacturing Company.” He is the con- 
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troller of this company, and his remarks 
were most interesting. Attendance was 
large. 


Buffalo: 


Topic: ‘Aircraft Manufacture—Prob- 
lems in Control from Engineering 
and Cost Viewpoints” 

The Buffalo Control held its monthly 
meeting on March 5 at the Buffalo Club. 
The speaker was Mr. O. L. Woodson, chief 
executive engineer and assistant general 
manager of Bell Aircraft Corporation, Buf- 
falo, New York. He discussed with the 
members some of the problems of aircraft 
manufacture in connection with control 
from an engineering point of view as well 
as from a cost viewpoint. 


Joint Meeting of Cincinnati and 
Dayton Controls 

A joint meeting of the Cincinnati and 
Dayton Controls will be held in Cincin- 
nati on Friday, April 12, 1940. An invi- 
tation was extended by the Cincinnati 
Control to the Dayton Control and was 
unanimously accepted. 


Chicago: 
Topic: “Some Phases of Profit-Shar- 
ing” 

Sponsored by the Technical Committee, 
Mr. Martin Keagy, chairman, an open dis- 
cussion was held at the regular monthly 
meeting of the Chicago Control on March 
26 at Harvey’s Restaurant. The subject was 
“Some Phases of Profit-Sharing.”” The dis- 
cussion leader was Mr. E. W. Burbott of 
A. B. Dick Company. From the point of 
view of both personnel relations and com- 
pany profits this subject aroused a keen dis- 
cussion by all members in, attendance. Mem- 
bers were urged to reserve Sunday evening, 
April 21, for the Special Reception, and 
all day Monday, April 22, for the Mid- 
Western Conference of The Controllers 
Institute. : 


Personal Notes 

Mr. Raymond Beeny, a member of the 
Controllers Institute of America (San Fran- 
cisco Control) since September, 1933, and 
formerly with California Water Service 
Company, recently took up new work in 
Birmingham, Alabama, as_ secretary-treas- 
urer of Alabama Gas Company. 

On March 1 Mr. Raymond E. Brennan 
was elected treasurer and comptroller of 
the Portland General Electric Company. He 
had previously been comptroller and assist- 
ant treasurer of the company. As of the 
same date, Mr. Brennan resigned from the 
Board of Directors and as comptroller and 
assistant treasurer of the Portland Traction 
Company. Mr. Brennan was elected to mem- 
bership in The Controllers Institute of 
America on June 22, 1936. 

Mr. Harold S. Kuhns was elected con- 
troller of The Haloid Company of Roches- 














INSTITUTE ACTIVITIES 








ter, at a meeting of the Board of Directors 
held on March 12. Mr. Kuhns is a mem- 
ber of The Controllers Institute of Amer- 
ica. He was elected to membership on 
November 20, 1939. Mr. Kuhns joined 
The Haloid Company in 1936 as auditor 
and chief accountant. 


Mr. John H. MacDonald of the National 
Broadcasting Company, a director of the 
Controllers Institute of America and chair- 
man of its Committee on Education, was 
the speaker at the meeting on March 11 of 
the Administration Section of the New 
York Chapter of the Society for the Ad- 
vancement of Management. His subject was 
“The Administrative Functions of the Con- 
troller.” 


EMPLOYMENT 


Specialist in Statistics and Inventory 
Control 

Graduate chemical engineer, with the de- 
gree of Master of Business Administration, 
is available. Has a business record of 
twelve years with a very large manufactur- 
ing company. As assistant secretary for two 
years, he recommended and organized an in- 
ventory control program which increased 
working capital more than $100,000; di- 
rected the organizing of a new price book 
of 400 pages for six divisions of the com- 
pany; supervised the taking of the annual 
inventory, the planning and billing de- 
partments, and all statistical control reports. 
As assistant to vice-president in charge of 
sales for one year he devised and organized 
a new salesmen’s compensation plan, com- 
pletely modernized the statistical reports 
and customer sales records, and coordi- 
nated sales budgets with factory produc- 
tion. For nine years as manager of pro- 
duction planning department he organized 
and directed planning procedures for three 
divisions of the company which laid foun- 
dations for more even production, prompter 
shipments, and more rapid inventory turn- 
over; devised statistical methods in one di- 
vision which eliminated inventory losses 
averaging more than $250,000 a year;. and 
revised factory methods and procedures. Is 
single, excellent personality, 37 years old, 
and available immediately. Address, No. 
328, “The Controller.” 


Executive Accountant—Auditor 


Capable man with experience of twenty- 
five years in public utility, commercial, 
manufacturing, and mining industries is 
available. In public utilities for sixteen 
years he was an accountant, traveling au- 
ditor, assistant general auditor, and execu- 
tive accountant with two of the major util- 
ity systems, and specialized in classification 
of accounts work, functions of service com- 
panies in the public utility industry, organi- 
zation and personnel training, and develop- 
ment of accounting procedures, manuals 
and reports. In the commercial, manufac- 
turing, and mining field he was engaged for 
nine years in general and cost accounting. 


Further information in detail is available. 
Address No. 329, “The Controller.” 


Controller—Assistant Controller 


Member of The Controllers Institute of 
America having 24 years’ experience with 
large wholesale, retail, and manufacturing 
concerns, is at liberty. For 14 years he was 
controller of a well-known chemical manu- 
facturing company, having full charge and 
supervision of all accounting records, con- 
tinuous audits, statistics, taxes, insurance, 
cash, system installation, inventories, in- 
voicing, government reports, foreign ex- 
change, standard costs, import and export 
records, Social Security records, the re- 
quirements under the Robinson-Patman Act, 
the Wage-Hour Law, the Walsh-Healy Bill, 
and the like. Previous experience, 5 years 
assistant controller for wholesale drug con- 
cern having 2,000 employees, 20,000 cus- 
tomers and sales of 20 million annually. 
Also 3 years with retail company having 
76 branches and centralized control. Age 
46, married. Location immaterial. Ad- 
dress No. 330, “The Controller.” 


Competent Controller Available 

For more than nineteen years employed 
by a large firm of chemical manufacturers. 
Starting as accountant he worked in vari- 
ous capacities, finally becoming assistant 
auditor and later controller. He is thor- 
oughly familiar with cost accounting and 
distribution, inventories, payrolls, plant ac- 
counting and depreciation, general account- 
ing, and finance; is experienced in the in- 
stallation of systems, both machine installa- 
tions and the drafting of special forms for 
particular uses. Age 42, married, university 
accounting graduate. Address, No. 331, 
“The Controller.” 


Assistant to Chief Executive 


A member of The Controllers Institute 
of America, a certified public accountant 
with exceptional experience in public ac- 
counting, finances and industrial fields, de- 
sires corporation connection in accounting 
or financial divisions. Would also be 
keenly interested in connection as assistant 
to a busy and active corporation chief exec- 
utive. Address, No. 332, “The Controller.’ 


Controller—Assistant Controller 

Last position (24 years) was with man- 
ufacturer of locomotive appliances and 
other specialties. Resigned in December, 
1939, of own volition and is available for 
position anywhere in the United States. His 
experience includes supervision over ac- 
counting and clerical staff comprising gen- 
eral and factory office forces, cost payroll, 
production, stores, and stock clerks. Pre- 
pared financial and statistical statements, 
Federal, state and other tax returns; super- 
vised and installed cost systems using job 
cost, process cost, and standard cost bases; 
responsible for condition of inventories 
valued at $500,000 with more than 15,000 
different items in widely varying quantities; 
purchased metals and other commodities 
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used in large quantities; superintended the 
buying of all other requirements for foum 
dry, machine shop and assembly plants; set 
up expense budgets and other methods of 
control. Age 47 (40 in appearance), mar 
ried, Christian. Address, No. 333, ‘The 
Controller.” 
Public Utility Report Specialist 

Experience of ten years with prominent 
utility system includes review and prepara 
tion of Federal Power and other regulatory 
commission reports, annual reports to se 
curity holders, and reports to statistical bu 
reaus. Background of accounting includes 
one year as securities cashier—head of the 
department, three years in the internal au 
diting department, and two years in the em 
ployees’ insurance department (installed 

machine accounting systems). Age 46, maf 
ried, Christian, available immediately only 
for New York City rr at a moderate 
salary. Address, Mr. James D. Craven, care 
of ‘‘The Controller.” 


Centralization vs. Decentralization 
(Continued from page 133) 
place, but that it is not always possible 
to decentralize completely, nor always 
possible to centralize completely; that 
the method of operation has to be 
fitted to the problem at hand. 
CHAIRMAN NICcHOLs: Are there any 
further points that any man preseel 
would like to review ? 4 
MEMBER: When you have comple 
decentralization of accounting, sales 
and authority, what is the relationship 
of your office manager to your brandi 
manager or division manager ? 5 
Mr. Twomey: The accounting . 
ager is responsible to the controllef 
in the home office, where you have 3 
decentralized accounting. Likewise, thé 
accounting manager in the subsidi 
or the subsidiary controller, is respon 
sible to our office, and not to the presi 
dent of the local subsidiary. E 
CHAIRMAN NIcHots: If there afé 
no further angles of this subject th 
group wishes to bring up for di 
sion, the Chair will declare the gra 
conference adjourned. 








TIMELY FIGURES! 


Send your inventory and other emergency | 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 


25 E. Jackson Blvd. Chicago, Il 























Spud Sinotes Oliv 
ccountin 
Waste... 


Scene in the Accounts Receivable Department where Sundstrand 
Class A Accounting Machines provide speed, dependability and 
complete mechanical control over accuracy. 


HERE’S not much you can teach 

the Axton-FisherTobaccoCompany 
about making good cigarettes. And 
there’s mighty little, too, you can show 
them about cutting accounting costs. 
Let Treasurer C. Palmer Parker tell you 
in his own words about one of their 
latest short cuts to economy. 

“During October, 1936, we installed 
two Sundstrand Class A accounting ma- 
chines. 

“Each machine handles approxi- 
mately 3,500 customers’ accounts. 

“Prior to the installation of these ma- 
thines, all of our posting was done by 


This is the Sundstrand Class A Accounting Machine. Features: electric 
operation, automatic balances, direct subtraction, only ten figure keys, 
line proof and air-cushioned tabulation. 


hand. Under the present ar- 

rangement two employees 

do the work and at the close 

of business each day, the 
customers’ accounts are in agreement 
with the control account. This proce- 
dure is of material assistance to the 
Credit Department in analyzing and 
preparing statements.” 

No matter what your ‘particular ac- 
counting problem may betheright solu- 
tion is sure to be found if you have your 
accounting staff get together with 
Underwood Elliott Fisher. Three com- 
plete lines of machines with a variety 


Underwood 


ELLIOTT FISHER ACCOUNTING MACHINES 


of models in each enable Underwood 
Elliott Fisher to equip you for a com- 
plete accounting job... maintain your 
books in daily balance, keep up-to-the- 
minute facts constantly on tap and in 
general, give youa better, more econom- 
ical accounting job. Every Underwood 
Elliott Fisher Machine is backed by 
nation-wide, company-owned service 
facilities. 

Telephone our nearest Branch or 


write for full particulars today. 


Accounting Machine Division 
UNDERWOOD ELLIOTT FISHERCOM PANY 
Accounting Machines, Typewriters, Adding Machines, 

Carbon Paper, Ribbons and other Supplies 
One Park Avenue, NewYork,N.Y. 

Sales and Service Everywhere 

Underwood Elliott Fisher 

Speeds the World's Business 








An International 
Business Machines 
Service Bureau 


To the executive who wants 
more facts and wants them fast 


The International Business Machines Service International Business Machines Service Bu- 


Bureau was especially organized to furnish ac- _ reaus are located in principal cities and are con- 


counting and statistical information in mini- stantly saving time and money for organiza- 
mum time. Through the medium of punched : F . : 

; ; : tions representing over 400 different kinds of 
cards and International Electric Accounting 


: ; ‘ : : business. Write for complete information, or 
Machines, this Bureau will provide detailed F ' 


Inventory Reports, Cost Analyses, Payroll Re- call your nearest International Business Ma- 


ports and numerous other records. chines Corporation office today. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


yrld Headquarters Building dit, Branch Offices 
590 MADISON AVENUE, NEW YORK, N.Y. IN PRINCIPAL CITIES OF THE WORLD 


“UHINE? 














